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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


LEADING ECONOMISTS DISCUSS ISSUES AT DECEMBER 1982 CONFERENCE 


Moscow VESTNIK MOSKOVSKOGO UNIVERSITETA, SERKIYA 6: EKONOMIKA in Russian No 3, 
May-Jun 83 pp 94-100 


[Article by I. F. Barybina, L. I. Mokeyeva and T. P. Filippova: "The Improvement 
of the Economic Mechanism in the Sectors of Industry") 


[Text] The elaboration of the problems of the economic mechanism, which {¢ equal 
to the economy of mature socialism and the tasks of ensuring the intensive and dy- 
namic development of the unified national economic complex of the country, is a 
most important task of Soviet economic science. In the report of General Secretary 
of the CPSU Central Committee Comrade Yu. V. Andropov at the November (1982) CPSU 
Central Committee Plenum it was noted: "...at the party congresses and the Cen- 
tral Committee plenums we elaborated a scientifically sound policy and adopted the 
line of the increase of the efficiency of production and its intensification. But 
the changeover of our economy to this path and the turn to efficiency are still be-~ 
ing carried out slowly."! for the accomplishment of the posed tasks it is neces- 
sary to generalize domestic and world experience of the management of the economy, 
"to store up the knowledge of the best experienced workers and scientists. '2 


The All-Union Scientific and Technical Conference "The Improvement of the Economic 
Mechanism in the Sectors of Industry” wae held on 6-8 December 1982 in the Economics 
Faculty of Moscow State University. The basic task of the conference consisted in 
an attempt to substantiate the content and main directions of the improvement of 

the economic mechanism in industry, which encompasses all the units of sectorial 
management . 


USSR Deputy Minister of Higher and Secondary Specialized Education I. M. Makarov 
opened the conference. He dwelt on the economic problems which scientists and ex- 
perienced workers are called upon to solve for the quickest possible accomplishment 
of the tasks, which have been posed by the Communist Party and the Soviet Govern- 
ment, of the increase of production efficiency and on this basis the improvement of 
the material well-being of the Soviet people. 





1. KCAMUNIST, No 17, 1982, p 15. 


2. Ibid., Pp 16. 





The work of the conference proceeded in the following directions: the methodologi- 
cal principles of the improvement of the economic mechanism, the organizational 
structure of management in the sectors of industry, planning in the sectors of in- 
dustry and the planning of industrial production, the generalization of the experi- 
ence of cost accounting and economic stimulation in the system of the industrial 
ministry and the means of their further improvement, as well as the cost accounting 
system of the organization of the work on the development of new equipment in the 
sectors of industry, the increase of the influence of the economic mechanism on 

the efficiency of the use of manpower resources, accounting and economic analysis 
under present conditions; the experience of improving the operation of the economic 
mechanism in industry of the CEMA member countries. 


The concept of the comprehensive improvement of the main components of the economic 
mechanieam wae presented in the report of Dector of Economic Sciences Professor G. A. 
Yegiazaryan. He emphasized that the broad and comprehensive program of the improve-~ 
ment of the economic mechanism, which was formulated in the decisions of the 26th 
CYSU Congress, che Decree of the CPSU Central Committee and the USSR Council of 
Ministers of 12 July 1979, the decisions of the May and November (1982) CPSU Cen- 
tral Committee Plenums and the speech of Yu. V. Andropov, 1s a component of the 
economle strategy of the party, 


lhree groups of problems were proposed for discussion by the conference participants. 


ihe first group is the general national economic prerequisites of the introduction 

and functioning of the new economic mechanism. The problems of balance, the crea- 

tion of a special system of management and special organizational structures, which 
ensure the introduction of the new system, as well as the problems of the improve- 

ment of the general principles of the economic mechanism are among the most impor- 

tant of them. 


The means of improving the general principles of the economic mechanism: the prob- 
lems of the five-year plan as the initial element of the entire system of the rear- 
rangement of the economic mechanism, the optimum combination of centralized manage- 
ment with economic and operational independence, the broadening of the sphere of 
standardized planning, were examined in detail, 


The second group of problems is the elaboration and use of a special system of eco- 
nomic management (levers and stimuli), which ensures the transition from the system 
previously in effect to a more perfect system of planning and stimulation on the 
basis of the standard net output. 


The examination of the system of general principles of the reorganization of cost 
accounting and economic stimulation belongs to the third group of problems. It was 
proposed as an experiment to reject the centralized planning of the standard net 
output, while having retained and strengthened the centralized planning of the sales 
volume with allowance made for the fulfillment of the plan of deliveries, as well 
as to introduce an experimental system of capital formation, planning and evaluation. 


While examining the problems of the methodological principles of the improvement of 
the economic mechanism, those who spoke at the conference noted that it is neces- 
sary to examine the economic mechanism, which expresses the set of production rela- 
tions, which is inherent in socialism, its content and basic properties not in 











isolation, but in the system of economic laws and categories. Encompassing the ac- 
tivity of all the units of the management of the national economy, the economic 
mechanism at the present stage is becoming a most important factor of the increase 
of the effictency of social production. 


The main attention was focused on the examination of the concept and essence of the 
economic mechanism, the improvement of the elaboration of the scientific and meth- 
odological principles of the formation of an economic mechanism of primarily the 
intensive type; the prerequisites of the increase of the effectiveness of cost ac- 
counting levers and stimuli, the formation of the unified national economic com- 
plex, the improvement of the economic mechanism of the interrelations of produc- 
tion and consumption in light of the requirements of the economic laws of socialism 
and others were analyzed. 


The conference participants discussed the directions of the improvement of the 
structures of management, which conform to the tasks of the increase of the effi- 
clency of the economic mechanism; the questions of the correlation of the central- 
{zation and decentralization of the economic units in both the sectorial and re- 
gional aspects; the speakers devoted substantial attention to the problems of the 
integration of sectorial works and to the tasks of the organizational support of 
national economic programs; they examined the questions of the rationality of the 
types of organizational structures, which are being planned in connection with the 
accomplishment of the new and more complicated tasks of management. 


The questions of the optimum sizes of the systems of management, the correlation of 
territorial and sectorial management, the peculiarities of the management of the 
agro~-industrial complex and others were raised at the conference. Proposals on 

the improvement of the system of management, on the control of the quality of prod- 
ucts and services and on the elaboration of the parameters of the quality of manage- 
ment and the identification of its influence on the end results of production were 
introduced, 


The need for the reorganization of the organs of sectorial management and the 
transformation of ministries from organs of operational management into 
organs, which are capable of pursuing a unified economic policy in the sector, was 
also noted (the report of Professor G. Kh. Popov). The question of the importance 
of the elaboration of standards of the management of associations and enterprises 
was raised (the report of Doctor of Economic Sciences A. V. Glichev, director of 
the All-Union Scientific Research Institute of Standardization of the State Commit- 
tee for Standards). 


In the process of the work of the conference much attention was devoted to the im- 
provement of the system of planning, the creation of the general national economic 
prerequisites for this and the introduction of new indicators of the five-year 

plan. It was noted that the prevailing practice of planning and stimulation for 

the percentage of fulfillment of the plan assignments frequently leads to the under- 
statement of the collective plan assignments with respect to the results and their 
overstatement with respect to the expenditures. 


The policy of intensification, the acceleration of scientific and technical prog- 
ress, the decrease of the scarcity of many resources, the changeover to direct eco- 
romic ties, the increase of the level of the staff of managers--all this has led 





and in the future should lead to the development of independence locally, to the 
making of management personnel resconsible for the very making of decisions and for 
the level of effictency, which, 1; urn, will lead to the adoption of more strenu- 
ous plans and to the stepping up o1 the activity of both managers and workers. 
These problems found reflection in the report of Corresponding Member of the USSR 
Academy of Sciences P. G. Bunich, who noted that the evaluation of the activity of 
enterprises for the level of efficiency is already being realized in the price 
markups for efficiency and quality, in the decision on the elaboration of uniform 
standards of stimulation, in the stimulation of the collectives of the Ministry of 
Tractor and Agricultural Machine Building for the level of use of capacities, in 
the evaluation of the internal subdivisions of more than 100 enterprises of the 
Ministry of Chemical and Petroleum Machine Building also for the use of capacities 
(other indicators of the level of work are also added to this indicator) and in 

the stimulation of cost accounting brigades. The speaker emphasized, moreover, 
that in accordance with the economic mechanism of the food Program the managers and 
specialists of agricultural enterprises are paid bonuses for each percent of the 
increase of profitability; the workers of the rayon units of the State Committee 
for the Supply of Production Equipment for Agriculture, the Scientific Production 
Association of Agrochemical Services to Agriculture, reclamation organs--for the 
increase of agricultural output and the profit; the increase of agricultural output 
is paid for at higher prices. All these markups and bonuses are calculated as com- 
pared with the average annual results during the preceding 5 years. For the more 
extensive use of the new approach it is necessary to fulfill a number of important 
conditions. Among them are the further expangion of the rights (consequently, also 
the responsibility of enterprises), the use of centralized economic regulators at 
the preplanning stage and during the fulfillment of the plan, the use of prices 
which reflect both the expenditures and the effective impact of the products being 
made, the development of planned self-financing and the transition to effective 
sanctions which make up for the harm. An experiment {4 necessary in order to work 
out these conditions in advance. 


Interesting suggestions were made in the report of D. V. Ukrainskiy, the chief of 

a department of the USSR State Planning Committee ("The Means of Improving Planning 
During the llth Five-Year Plan"), and USSR Deputy Minister of Finance, Doctor of 
Economic Sciences S. A. Sitaryan ("Economic Standards in the System of the Economic 
Mechanism"). The experience of the elaboration and use of the indicator of the 
standard net output was analyzed in detailed. The suggestions on the possibility of 
using the standard net output for the experimental checking of the evaluation of 
the fulfillment of the plan of deliveries with allowance made for the contractual 
obligations, as well as the suggestions on the improvement of operational planning, 
the planning of the production of consumer goods and the production infrastructure 
merit attention (the reports of Doctor of Economic Sciences V. M. Ivanchenko and 
Doctor of Economic Sciences G. Ya. Kiperman). 


The methodological and procedural questicas of the improvement of planning, the 
technology and organization of planning and the problems of the improvement of the 
{indicators of planning and the evaluation of economic operations were discussed. 

The conference participants noted that the main forces should be aimed at the elabo- 
ration of a system of indicators which are aimed at the end result. The need for 
the balance of the plans of enterprises with respect to the volumes and resources 

in rubles and the products list, the practicable implementation of the standard 
method at the level of the enterprise and the practicable coordination of the use 





resources and the end results was noted. Particular attention was devoted to the 
increase of the economic liability of management personnal at all levels of plan- 
ning. 


The new proposals on the inclusion in the system of economic methods of the manage- 
ment of industrial production of the stimulation of the efficient use of nature, 
which were made by Academician T. S. Khachaturov, and of the economic mechanism of 
the assurance of the unity of sectorial and territorial development within the 
framework of the five-year plan, which were advanced by Academician A. G. Aganbe- 
gyan, aroused definite interest. 


The reports of L. A. Busyatskaya, chief of the Planning and Economic Department of 
the Ministry of Heavy aw! Transport Machine Building, and P. M. Katsura, deputy 
general director of the AvtoVAZ Association, which were devoted to the analysis of 
the comprehensive introduction of plans on the improvement of the economic mecha- 
tiiem in the sector of industry, in large-scale production, aroused great interest. 


The questions of the improvement of the evaluation of the activity of the economic 
units in industry and the efficiency of the use of production resources, the meth- 
ods and forms of the financing of production expenditures, the problema of the de- 
velopment of the brigade form of the organization of labor in industry, the organ- 
ization of economic stimulation and so on were examined at the conference. In re- 
cent times the role of economic contracts in the evaluation of the activity of in- 
dustrial enterprises, as well as in the formation of the material stimulation funds 
in the full amount has increased sharply. The suggestion was made that the further 
tightening up of planning discipline will require the introduction of material re- 
sponsibility for the end results of activity, the increase in this connection of 
the role of the consumer and the adoption of principles of the complete reimburse- 
ment of the losses for the violation of economic contracts. Suggestions on the im- 
provement of the system of economic stimulation, particularly on the formation of 
economic stimulation funds, and the closer coordination of the production develop- 
ment fund with the cost accounting criteria of the activity of enterprises and as- 
sociations were introduced, 


The cenference participants came to the conclusion that during the llth Five-Year 
Plan the brigade should become the basic form of the organization of labor at the 
enterprise. In this connection much attention was devoted to the problem of the 
increase of the efficiency of the brigade form of the organization of labor and 

the development of brigade cost accounting in combination with the scientific 
organization of labor and the improvement of the organization of socialist competi- 
tion. In the report of N. N. Gritsenko, First Deputy Chairman of the All-Union 
Council of Scientific and Technical Societies, considerable space was allotted to 
the role of the scientific and technical community in the improvement of economic 
work in the sectors of industry. 


The statements of the representatives of CEMA member countries: the GDR, Bulgaria, 
Hungary and the CSSR, on the measures being implemented in these countries on the 
improvement of the mechanism of management were received with great interest. 


The discussion of the problems, which are connected with the improvement of the 
cost accounting system of the organization of the work on the development of new 
equipment in the sector’ of industry, proceeded in the following basic directions: 








the socioeconomic efficiency of scientific and technical progress, the improvement 
of the method of the determination and evaluation of the actual economic impact 
from the introduction of new equipment, the compilation of comprehensive goal pro- 
grams of scientific and technical progress, their delivery to the performers and 
the monitoring of their implementation. 


Much attention was devoted to the problems of the improvement of the economic 
stimulation of the increase of the effectiveness of capital investments (the re- 
port of Candidate of Technical Sciences 0. I. Novikov). 


In the area of the economic and material stimulation of the increase of labor pro- 
ductivity the problems of the increase of the stimulating role of wages (Doctor of 
Economic Sciences S. I. Shkurko) and the increase of the efficiency of the use of 
manpower resources (Doctor of Economic Sciences L. A. Kostina) were examined. Dur- 
ing the discussion particular attention was devoted to the analysis of those ele- 
ments of the economic mechanism, which are aimed at the increase of the efficiency 
of the use of living labor. This is connected with the fact that during the 1980's 
the aggravation of the problem of the supply of manpower resources and their use 

is becoming a real fact, which it is necessary to take into account in our economy. 
Their importance was emphasized at the November (1982) CPSU Central Committee 
vlenum in the speech of Yu. V. Andropov. He noted that “it is necessary to create 
such conditions--economic and organizational--which would stimulate high quality 
productive labor, initiative and enterprise." 


The conference participants noted that the economical use of the labor potential 

of the country is one of the basic means of the further development and improvement 
of the economic mechanism. First of all it is necessary to ensure the balance of 
manpower resources and workplaces at the stage of planning. The elaboration of com 
prehensive goal programs and long-range forecasts of the quantity and qualitative 
structure of manpower resources is playing an important role here. The improve- 
ment of the system of labor planning indicators holds an important place in the 
increase of the level of planning work in this area. For the purpose of increasing 
their effectiveness the conference participants made suggestions on the need for 
the continuation of the elaboration of a system of advanced norms and standards of 
the expenditures of labor, wages; on the further improvement of the mechanism of 
the limiting of the number of workers and employees, which has been established at 
this time. It is proposed to coordinate this indicator with the plan on the in- 
crease of labor productivity and the assignments on the decrease of the use of man- 
ual labor. During the discussion of the organizational structure of the management 
of manpower resources particular attention was directed to the improvement of the 
mechanism of the redistribution of manpower and the search for additional sources 
of manpower for the needs of the national economy. 


In his statement Doctor of Economic Sciences Professor A. D. Sheremet, head of the 
Chair of Accounting and the Analysis of Economic Activity, spoke about the increase 
of the role of economic analysis in the improvement of the economic mechanism. The 
conference pa,ticipants discussed the questions of the improvement of the analyti- 
cal indicators and methods of the evaluation of production efficiency and work 
quality, the improvement of the recording of the expenditures in production in the 
sectors of industry and the role of the long-range economic analysis in the system 





3. Ibid., p 15. 








of production management. Proposals were submitted on the improvement of accourt- 
ing in the rate setting of production resources, on the need for the supplementa- 
tion of the basic statutes on the making of an inventory of reserve commodity 
stocks and the estimation of the line items of the balance sheet with the making of 
a thorough inventory on 1 December of each year, norms and standards of the 

cost accounting activity (by the analysis and evaluation of their quality), on the 
importance of the improvement of statistical reporting, as well as the operational 
accounting of the consumption cf material resources and production waste products 
and on the organization of the systems accounting of unproductive losses. 


In the area of the improvement of economic analysis the conference participants 
made a number of recommendations, among which is the making of the USSR State 
Planning Committee, the ‘JSSR Ministry of Finance, the State Committee for 
Science and Technology and the USSR Central Statistical Administration responsible 
for the elaboration and improvement of standard documents on the economic analysis 
of the activity of enterprises, associations and ministries, as well as individual 
regions and the national economy as a whole. In this connection it is necessary to 
create in these committees functional committees for economic analysis; to intro- 
duce more extensively in the practice of the work of planning, design and techno- 
logical services the operational accounting of che expenditures by items and prod- 
ucts, to improve intra-organizational comprehensive economic analysis for the pur- 
pose of the most complete identification and evaluation of the reserves of the in- 
crease of production efficiency. 


fhe increasing role of foreign economic relations in the development of the USSR 
nationczi economy and their influence on the increase of production efficiency and 
work quality were discussed in the section “The Experience of Improving the Eco- 
nomic Mechanism in Industry of the CEMA Member Countries” (the chairman was Doctor 
of Economic Sciences Professor G. G. Chibrikov, head of the Chair of Economics of 
Foreign Countries of the Economics Faculty of Moscow State University). The need 
to bring the mechanism of foreign economic relations in line with the tasks posec 
by the 26th CPSU Congress and the November (1982) CPSU Central Committee Plenum 
was voiced unanimously. 


The questions of the increase of the cost accounting interest in the increase of 
the products being produced for export was at the center of attention of those 
who spoke at the section. The proposals on the inclusion of the economic results 
of exporting activity in the system of cost accounting of incustrial associations 
as fund-forming indicators and on the inclusion of the currency mechanism in the 
overall mechanism of the self-financing of enterprises are of interest. 


The need for the broadening of the independence of ministries in the sphere of 
foreign economic activity was noted in the recommendations of the conference. For 
the purpose of increasing the effectiveness of the material stimuli of the in- 
crease of tie efficiency of export production it was recommended to increase the 
role of export bonuses and foreign trade prices. By the common acknowledgement of 
the conference participants the study of the valuable experience of the fraternal 
socialist countries in the improvement of the economic mechanism: the experience 
in the management of intersector‘al goal programs in Bulgaria and Hungary, the ex- 
perience of the standardized planning of the wage fund on the basis of the “bal- 
ance method," which is used in Bulgaria, the assurance of the close dependence of 
the amount of the wage fund on the results of the economic activity of enterprises 





in the (SSR, as well as the adoption of standards of the consumption of material 
resources of production and their coordination with the system of economic stimu- 
lation is» the GDR, is of great interest. 


The speakers expressed the opinion of the need for the study of the experience in 
the management of industrial production in capitalist countries. The critical in- 
‘erpretation of the activity of capitalist firms can be of definite benefit for 
the improvement of the economic mechanism in our country. 


The conference participants unanimously noted that the work had proceeded in a cre- 
ative, businesslike atmosphere. 


The conelusions and suggestions, which were expressed by the conference partici- 
pants, are of definite scientific and practical importance. 


COPYRIGHT: Izdatel'stvo Moskovskogo universiteta. "Vestnik Moskovskogo universi- 
teta”, 1983 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


FACTORS, CONDITIONS OF INTENSIFICATION OF SOCIAL PRODUCTION 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 7, Jul 83 pp 26-37 


[Article by Doctor of Economic Sciences Professor $. Kheynman: “The Structural and 
Organizational Conditions of the Increase of the Efficiency of Social Production"; 
passages rendered in all capital letters printed in boldface in source] 


[Text] The 26th CPSU Congress posed the task to complete in the 1980's the change- 
over of the USSR economy to the primarily intensive means of development. Intensi- 
fication is the most important condition of the increase of the efficiency of so- 
cial production. 


A Characterization and the Directions of Intensification 


The main characteristics of the intensive means of development are: the steady 
technical improvement of the means of production, the production apparatus and the 
output being produced, the progress of technology, the assurance of such a function- 
ing of physical production, and first of all the use of production resources, in 
case of which the real results of production, which have reached use in the sphere 
of its consumption, would increase more rapidly than the expenditures. Here what 
is meant is the saving of the aggregate resources of national labor--living and em- 
bodied. The more rapid increase of these total expenditures as compared with the 
results of production is at variance with the intensive means of development. It 
does make a difference to society, at what cost (by what expenditures of the means 
of production) the saving of living labor is achieved. 


The complete, economical and efficient use of resources envisages environmental pro- 
tection and the development of the main productive force--the personality of the 
worker. The intensive means of economic development presumes not the intensifica- 
tion of labor, but the improvement of its content, conditions and organization. 


In suctalist society intensification should be evaluated on the long-range strate- 
gic level. It would be incorrect to regard as an intensive means of development 

che rapid increase of the results of production, as compared with the expenditures, 
by means of the use (up to the exhaustion) of the more accessible and inexpensive 
resources, without regard for the forthcoming expenditures, which are connected 
with the use in the future of less accessible and expensive natural resources. On 
this level it is hardly valid to speak of “the extensive means of increasing effi- 
ciency,” except for the extremely rare instances when it is a question of practical- 
ly inexhaustible inexpensive resources. But then the policy of intensification 














dictates the need for the decrease of their expenditures per unit of the final 
product, 


In the present era not only the level, but also the efficiency of the use of pro- 
duction resources in many ways depend on the implementation of the achievements of 
aclentific and technical progress. At the same time the technical improvement of 
the means of production and technology in itself still does not ensure an intensive 
means of development. It 1s a necessary, but insufficient condition of intensifi- 
cation and should be accompanied by the improvement of the structure and organiza- 
tion of production, which ensure the more complete and efficient use of production 
resources, The realization of the structural and organizational conditions is a 
necessary characteristic of intensification. 


The implementation of a number of measures on the improvement of the structure and 
organization of production ensures intensification even in case of the present, 
formed level of equipment, This, the improvement of logging and wood processing, 
fishing and fish processing equipment is insufficient for the intensification of 
the development of these sectors without the restoration and reproduction of natu- 
ral resources and the subsequent complete and comprehensive use of raw materials. 
The careful restoration and expanded reproduction of timber and hydrobiological re- 
sources even on the basis of traditional technology are evidence of intensive de- 
velopment, which is especially important if you take into account the enormous im- 
portance of forests, water areas and hydrobiological resources, This conclusion 
fully applies to agriculture. Thus, THE FUNDAMENTAL COMBINATION OF SCIENTIFIC AND 
TECHNICAL PROGRESS WITH THE IMPROVEMENT OF THE STRUCTURE AND ORGANIZATION OF THE 
ENTIRE PROCESS OF THE FUNCTIONING OF THE PRODUCTION POTENTIAL IN CASE OF A STRATEGIC 
OKLENTATION TOWARD THE LONG-TERM OPTIMUM COMBINATION OF ECONOMICS AND ECOLOGY IS 
THE MAIN MEANS OF INTENSIVE DEVELOPMENT, 


Intensification presumes THE MAXIMUM PRESERVATION OF THE NATIONAL PRODUCT at all 
the stages of its reproduction, It is pointless and even impermissible to recover 
the losses by the increase of new resources and the channeling of capital invest- 
ments into the creation of the latter prior to the elimination of the factors which 
give rise to these losses. This is an indispensable condition of intensification. 


In a soctety of mature socialism intensification should be connected with the prog- 
ress of soctalization, with the orientation toward the consumer and toward the most 
complete meeting of social needs. This means that intensification should ensure 

the achievement of an impact not only for the producer, but also for the consumer of 
a product. THE ORIENTATION TOWARD THE CONSUMER, CONCERN ABOUT HIM AND RESPONSIBIL~ 
ITY FOR THE MOST EFFICIENT FUNCTIONING OF THIS PRODUCT FOR THE CONSUMER ARE ANOTHER 
IMPORTANT CHARACTERISTIC OF INTENSIFICATION, Finally, intensification is also char- 
acterized by not only the ratio of the amounts and growth rates of the expenditures 
and results, but also THE SAVING OF PRODUCTION TIME, the acceleration of the proc- 
ess of the production and sale of products. 


Such are the basic traits and conditions of the intensification of production, 

They should permeate the entire fabric of sconomic, structural and organizational 
decisions at all levels of the management of the economy, The intensive means re~ 
quires the implementation of a flexible strategy, the systematic search for and ap- 
praisal of the alternatives and the choice of the best version in the organization 
of production, the development of the sector and the structure of investment deci- 
sions. 
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The Necessity and Possibility of Intensification 


The necessity and possibility of the changeover to primarily intensive factors of 
economic yrowth are dictated both by the economic, scientific and technical poten- 
tial of the USSK and by the tormed situation with its use in recent years. During 
1970-1982 the fixed production capital of the national economy increased by 2.45~ 
fold, the volume of Industrial output--by 1.9-fold, the generation of electric 
power==-from 7/41 biilion kWh to 1,366,000,000,000 kWh, the smelting of steel--from 
116 million tons to 147 million tons, the output of products of machine building 
and the petrochemical industry--by 2.4-fold. The production of fuel during 
19/1=-1941 increased from 1.22 billion tons of conventional fuel to 1.94 billion 
tons, at the same time the production of petroleum and gas nearly doubled. In the 
annual amount of capital investments the USSR matched the United States. 


In agriculture during 1970-1981 the areas under food, technical and fodder crops 
increased by 6,2 million hectares, irrigated lands--by 6.9 million hectares, re- 
claimed lands--by 6.8 million hectares, The herd of productive livestock increased 
by 27.6 million head, the number of poultry--by 415 million (40 percent), the de- 
livertes of mineral fertilizers (in terms of 100-percent nutrients)--by 1.9-fold. 
The power capactties of agriculture nearly doubled (from 372 million hp to 633 mil- 
lion hp), the consumption of electric power by agricultural production increased by 
i, defold (from 25,6 billion kWh to 85.4 billion kWh). 





During 19/1-1981 40 million people graduated from a complete secondary school, 

1} milllon-=from secondary spectalized educational institutions and 8.2 million-- 
from hiyher educational institutions, These data attest to the increase of the 
aclentific, technical and spiritual potential of soctety. 


However, not only THE RESULTS IN THE AREA OF THE CREATION OF RESOURCES OF SOCIAL 
PRODUCTION, BUT ALSO ITS END RESULTS--the national income and its components--the 
integral fund of national consumption and the accumulation fund, which is called 
upon to ensure expanded reproduction, are of key importance for the development of 
the economy and the solution of social problems. 


As is known, in the 1970's and the first years of the current five-year plan a lag 
of the rate and results of social production behind the increase of resources was 
noted, which testifies to the inadequate use of organizational and «tructural fac- 
tors. The effilelency of the use of production accumulation also decreased. There- 
fore the problems of the use of the resources of production and production a_cumula- 
tion and the possibilities of increasing labor procuctivity, which are created by 
the capital-labor ratio, remain very urgent, 


The resources of the future are being created today. Whereas in the 1970's with a 
slowed growth rate of the results of social production it was possible to maintain 
a comparatively Little decreased rate of increase of resources, in the 1980's with- 
out the overcoming of these trends such possibilities will hardly be maintained. 
The slowing of the increase of fixed production capital in 1982 (5.8 percent) as 
compared with 1980 and 1981 (7.5 and 7.0 percent) attests to this. The urgent need 
to overcome such trends 1s obvious, 


Under present conditions the rate of economic growth and production efficiency de- 
pend to a decisive extent on the following factors: 
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scientific and technical progress, and first of all the use of its achievements in 
social production; 


the structure of production, which makes it possible to realize effectively the pos-: 
sibilities being created by scientific and technical progress; 


the organization of production; 


the state of the subjective factor--the general educational and specialized train- 
ing of people, their social and life position. 


The increase of the technical level of the production apparatus and the equipment 
being produced and the acceleration of the rate of assimilation of the achievements 
of scientific and technical progress are a constant task. All these are essential 
conditions of the increase of production efficiency. The tasks of speeding up sci- 
entific and technical progress are retaining their strategic, critical importance. 
At the same time the analysis of economic practice convinces us that among the con- 
ditions, which govern the development of the economy, along with technical factors 
the macro- and microstructures of social production, the available resources and 
the resources being created; the organization of the process of social production 
and the functioning of the economic mechanism, and the subjective factor of produc- 
tion (at all its hierarchical levels) are playing a very important role. 


The study of the role, importance and conditions of the use of the organizational 
and structural factors in the development of the economy is an important direction 
of economic science. It is necessary to devote considerably more attention to it 
among the problems of the political economy of socialism, in the theory and prac- 
tice of planning. 


Some Structural and Organizational Conditions of Intensification 


THE OVERCOMING OF THE EXTENSIVE TRENDS IN THE STRUCTURE OF INVESTMENTS is one of 

the most important problems with respect to the influence on production efficiency. 
In recent times they have frequently been writing in the press that intensification 
requires an increase of the growth rate of capital investments. There is no need 

to prove that capital investments (of course, given their corresponding material 
backing) are necessary. At the same time their amount at present is also very 
great. Therefore the structure of investments, their direction and conformity to 
the policy of intensification are acquiring enormous importance. 


Experience shows that the results of the functioning of the most perfect economic 
mechanism can be reduced to naught by the inefficient, extensive orientation of the 
structure of capital investments. What is meant is: the increase of resources 
without the proper efforts on the elimination of losses; the creation of capacities, 
which do not ensure the progress of production technology and the high quality of 
the final product, as well as are insufficiently equal to the social needs. The 
further intensification of social production is possible only with allowance made 
for these conditions. The analysis of statistical data for specific sectors con- 
vinces us of this. 


Thus, during 1966-1980 22.55 billion rubles of capital investments were allocated 
for the development of the timber and wood processing complex, of them 15.2 billion 
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rubles were channeled into logging and sawmill operations and the remainder, that 
is, about a third, was channeled into the pulp and paper industry. So far no sub- 
stantial reequipment of this complex has occurred. In this case the sulfite proc- 
essing method, which is oriented toward softwood (with the increase of logging in 
the northern and eastern parts of the country, where the costs are increasing 
sharply), and the nonuse of deciduous species and scrap wood predominate in the 
pulp and paper industry. Asa result one-third to two-fifths as great a total yield of 
products is being obtained from each cubic meter of wood being felled than is pos- 
sible with allowance made for world experience, while the scraps are approaching 
half of the amount of logging. The increase of the annual volume of froduction of 
paper and cardboard during 1961-1980 in the USSR came to 5.5 million tons, consid- 
erably less than in the United States and Japan. 


According to the data of the All-Union Bank for Financing Capital Investments, the 
USSK Ministry of the Timber, Pulp and Paper, and Wood Processing Industry is draw- 
ing out the elaboration and implementation of measures on the improvement of the use 
ol scrap wood for technological purposes. In 1985 its level will come to only 

)9 percent as compared with 30 percent in 1980. And instead of the more complete 
use of the timber being felled the placement into operation of capacities for the 
logging of 26.6 million m? of timber is being planned, This found reflection in 
both the plans and the standards. When determining the reserves of timber only a 
portion of the tree trunk is inciuded in the calculation of the resources. The 
branches and roots are not taken into account, although they make up 7-10 percent 
of the mass of the tree and are a full-fledged raw material. Accordingly, the use 
of the portion of the wood is not envisaged in the plans of enterprises. 


lhe interests of the state require the acceleration of the creation of capacities 
for the production of technological chips from scraps. But in the meantime for 

\9 timber managements 64 percent of the capacities for logging and only 18 percent 
of the capacities for the production of technological chips have been put into 
operation. It is obvious that the relative decrease of the capital investments, 
which are being allocated for the efficient use of resources, is unjustified, 


A similar analysis in the area of ferrous metal.urgy is of no less interest. Dur- 
ing 1966-1980 the capital investments in it came to 38 billion rubles. In 1980 the 
open-hearth production of steel as compared with 1961 had increased by 34 million 
tons and its proportion came to 60.2 percent. At the same time the structure of 
rolled preaucts did not change substantially. 


The share of plate in the finished rolled products increased in the USSR from 32.2 
to 41.5 percent. The share of sheet up to 3 mm decreased from 32.5 to 28.8 percent, 
from 3 to 5 mm=--increased from 15 to 17.9 percent, that is, in all it decreased 

from 47.5 to 46.7 percent. The proportion of cold-rolled steel sheet increased 

from 10.9 to 16.2 percent. 


The cited comparisons attest to the substantial reserves of the intensification of 
the economy and all the metal-consuming sectors. The poin. is that the predominance 
of graded rolled stock and the small share of sheet and cold-rolled sheet are 


——— 


|. Im the United States (according to the data for 1958-1976) the ratio was the 
opposite: 37 and 63 percent. 
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responsible for the relatively greater metal content of the products of machine 
building. The dynamics of the production of galvanized sheet and tin plate attests 
to these trends. 


Furthermore, the acceleration of the processes of intensification in the sector it- 
self presumes the bullding of so-called miniplants, which are capable of using opti- 
mally scrap metal and small fron ore deposits. These plants will also promote the 
combination of the stable loading of metallurgical giants with a limited assortment 
of rolled products and the supply of machine building and construction with a wide 
assortment of shape sizes of rolled products. Th2 technical and economic indica- 
tors of miniplants merit attention. The specific capital investments per ton of 
steel in case of their construction are several times less than in case of the con- 
struction of large plants. The construction period is 1,5-2 years. Labor produc- 
tivity comes to 500-1,200 tons of steel per worker, which is two- to fivefold great- 
er than in U.S. ferrous metallurgy. They require less area and do not pollute the 
air basin. 


In light of what has been said the improvemen* of the structure of the capital in- 
vestments in ferrous metallurgy is neceesary, bearing in mind the increase of the 
quality of the final product--rolled metal products. Meanwhile 50-60 percent of 
the capital investments in the development of equipment, which improves the quality 
of metal, are being assimilated. As a result the smelting of metal in tons is in- 
creasing, but the output of the most economical and reliable modern types of rolled 
metal products, which decrease the metal-output, power-output, capital-output and 
labor-output ratios of machine building, is inadequate. 


As to the prospects of the structure of machine building and metalworking, in which 
116 billion rubles were invested in 1966-1980, here it is important to provide the 
metalworking equipment with a set of replacement and repair assemblies and parts, to 
increase substantially the output of tools for it and to expand the specialized pro- 
duction of machine tool attachments. In 1981, per 100 workers employed in the pro- 
duction of metalworking equipment, only 26 were employed in the production of tools 
and 5.5 were employed in the production of machine tool attachments. In other words, 
ten thirty-firsts as many people were employed in the specialized production of tools 
and attachments than in the output of metalworking equipment. The formed structure 
of machine tool building governs the structure of all machine building: about 

30 percent of its pool of machine tools are concentrated in tool and die repair 
shops of machine building plants, which produce for internal needs the lacking as- 
semblies and parts for repair, tools and attachments, and they are worse in quality, 
less durable and more expensive. 


The technical and organizational prerequisites of the supply of the users of the 
equipment being produced with sets of assemblies and parts for repair have to be 
created in the other sectors of machine building. In practice little is being done 
for the modernization of equipment by the forces of the producing enterprises and 
associations. In this connection the foreign experience of buying, selling and 
modernizing the used equipment by the producing firms merits attention. They will- 
ingly buy or accept for modernization the machines previously produced by them and 
either restore the initial parameters of this equipment or bring them up to the 
level of the latest new models. All this sharply increases the technical level of 
the modernization of equipment and, consequently, its functioning and yields a 
large saving of metal and other expenditures. Such experience of updating the pro- 
duction apparatus deserves extensive dissemination in our machine building. 














Given the universally recognized gains in the development and assimilation of the 
most complicated modern electronic equipment, the machine building sectors which 
produce production equipment are counting on the better supply with electronic de- 
vices, which in quality conform to the world standards. The rapid development of 
the production of electronic devices is one of the urgent problems of machine 
building. 





One should especially speak about the development of intersectorial works, which 
ensure a substantial increase of the productivity of living labor and the saving cf 
embodied labor. It is a question of the increase of the proportion of enterprises 
which specialize in the production of billets--castings, forged pieces and stamp-~ 
ings; parts specialization for the sectors which produce mass products (the auto- 
motive industry, tractor building and others); technological specialization, and 
especially the enterprises of functional specialization, which are the highest 
form of intersectorial works. These are enterprises and sectors (after the pattern 
of the production of bearings), which should specialize in designing, technical im- 
provement with the use of the methods of value engineering and the production of 
functional assemblies and parts, which are common to the most different kinds and 
types of technical devices. 


Such a structural problem as the creation ot small machine building enterprises, 
which fill orders for single-unit technical devices of various types, also merits 
attention; the need for such products is met at “their own" shops and works, more- 
over, the pool of metalworking equipment at nonmachine building plants increases, 


THE ACCELERATION OF THE UPDATING OF THE PRODUCTION APPARATUS OF THE COUNTRY is an 
important structural problem, In 1981 for industry as a whole the retirement of 
fixed production capital came to 1.3 nercent, the active portion--machines and 
equipment--2.3 percent. This does not conform to the rate of scientific and tech- 
nical progress; the aging of the capital, which increases the amounts of capital 
and current repair, occurs and affects the quality of equipment and the final prod- 
uct. But it must be borne in mind that with the shortening of the service life of 
machines and equipment the proportion of replacement will have to be ‘ncreased, 
while the proportion of the investments being used for the increase of capital will 
have to be reduced accordingly. There is one solution to this contradiction--the 
systematic and substantial increase of the technical level and effective impact of 
each new generation of equipment which is used for the replacement of the equipment 
being retired and for the increase of all the operating equipment, with the sys- 
tematic decrease of the cost and price of a unit of the effective impact. 


Taking into account the scale of this problem, first of all the relieving of machine 
building and the available pool of metalworking equipment from inexpedient opera- 
tions on the nonspectalized meeting of the needs of the repair and operation of 
equipment and the production of equipment with excessive dimensional parameters, 

on the decentralized repair of all types of equipment which breaks down due to 

poor operation, storage and so on is necessary for its solution. 


The freeing of the capacities (nearly 1.2 million units of metalworking equipment), 
which are being used in the ancillary shops of machine building, should be the first 
step in this direction. The allocation of special-purpose investments to the 
machine tool and tool building industry so that it would increase significantly 
the output of parts and assemblies for the metalworking equipment being produced 
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for its repair and modernization, as well as would increase the specialized produc- 
tion of tools and machine tool attachments and, accordingly, would remove a large 
portion of this load from the ancillary shops of machine building itself, could be 
the initial measure for this. The capacities of the ancillary shops of machine 
building, which are being freed, should be used first of all for the increase of 
the output of modern equipment and the rapid replacement of obsolete equipment. 

At the same time a substantial portion of these capacities can be used for the pur- 
pose of producing assemblies and parts for the repair and modernization of the 
equipment being produced by these sectors, for the formation of a department of 
machine service, warranty service and repair. This will make it possible to free 
the ancillary shops and works of nonmachine building enterprises of the need to 
produce spate parts and assemblies for the crude repair of their own equipment, 
which will create the possibility for the gradual planned redistribution of the 
pool of equipment being used at them and its more efficient use. 


In this connection the need has arisen for the planning by the Ministry of the 
Machine Tool and Tool Building Industry of the output of replacement and repair as- 
semblies and parts and standardized tools and accessories for the complete supply 
of the avallable pool of metalworking equipment which is being used at the machine 
building plants of the country. It would be rational to determine, what portion of 
the machine tools, which are in the repair and tool shops of machine butiding, can 
be changed over to the production of new equipment, as well as replacement and re- 
pair assemblies and parts for the equipment which is being produced in the corre- 
sponding sectors of machine building. It 1s expedient to accomplish this during 
the 12th Five-Year Plan. Planning organs are capable of preparing proposals on 

the efficient (with allowance made for the peculiarities of regions and industrial 
centers) use of the capacities of the metal-cutting equipment which ise being used 
outside machine building plants, so that during the 12th Five-Year Plan they would 
begin to provide specific products which are taken int» account in the national eco- 
nomic plan. This organizational rearrangement in many ways depends on the local 
planning commissions. 


The questions of the intensification of agriculture are arising in a new way. Dur- 
ing 1966-1980 the productive capital investments in this sector came to 288 billion 
rubles, but the productivity of livestock and the yield of agricultural crops in- 
creased negligibly. 


Investment alternatives: the increase of the areas and harvests of food crops or 
the construction of roads and warehouses and the supply of containers, are also 
arising here. The increase of the livestock population and the construction of ex- 
pensive barns for its keeping or the development of breeding and genetics and in- 
dustrial fodder production and the increase and improvement of pasture fodders. 

The increase of the capacities of tractor and agricultural machine building or the 
improvement of the quality of equipment and the creation of normal conditions for 
its assembly locally, operation and storage (the construction of sheds and barns). 


When determining the more efficient aiternatives of capital investments the poten- 
tials of scientific and technical progress and the increasing demands of the econ- 
omy should be taken into account. It seems that it would be very useful to elabo- 
rate in a retrospective manner a more efficient version of the structure of invest- 
ments over the last 16 years and to see what end results could have been obtained. 
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THE KAPID DEVELOPMENT AND IMPROVEMENT OF THE PRODUCTION INFRASTRUCTURE--a necessary 
link of the present-day economy, which meets the demands of the steadily progress- 
ing division of labor--are one of the most important structural problems of the 
coming decades. In turn, the subsectors forming the infrastructure are growing 
systematically as a result of the progress of the division of labor. The losses 

of the national product due to its lag frequently exceed the amount of capital in- 
vestments in the development of this complex. In particular, it is necessary to 
increase the length and to improve the state of highways, which will lead to a sub- 
stantial increase of the productivity of motor vehicles. In 1981 the block speed 
of the trucks of the common carrier motor transport managements was less as com- 
pared with several countries. Consequently, a significantly larger pool of vehicles 
with all that this implies is required for an equal volume of freight traffic in 
the USSR. 


The overcoming of the departmentai dispersion of industrial rail transport and all 
truck transport, in which departmental truck transport accounts for 70 percent of 
the freight turnover, is a very important organizational problem. This will make 
it possible to increase the performance of means of transportation and the effi- 
clency of the work of those managements, in which a significant portion of the 
motor vehicles and other equipment is concentrated. 


In connection with a very important structural problem--the complete use of all the 
useful components of the saw materials being extracted and materials--economic 
levers, including rent payments, should be used more completely. But among the 
organizational problems the creation of effective material and organizational 
stimuli of the orientation of producers toward consumers is acquiring particular 
importance. The prevailing economic mechanism inadequately stimulates producers 

in the complete realization of the demands of consumers, which is responsible for 
the underestimation of the interests of the latter. The manufacturers of series- 
produced and mass-produced products (materials and tools of labor) are oriented 
primarily toward “their own" efficiency--the minimum readjustments on the produc- 
tion lines, the maximum sizes of batches and series, the achievement on this basis 
of "their own" maximum labor productivity. In such a situation a paradox forms: 
the disregard of the needs of society and consumers is becoming, in reality, a fac- 
tor of the increase of “efficiency” for the producer. 


it is well known that the power and dimensional parameters of some types of techno- 
logical equipment and production materials exceed the parameters of the operations 
performed by them. This concerns machine tools, mining equipment, drilling machines, 
‘rucks and tractors, electric motors and go on. In many operations their capaci- 
ties are being used inadequately, frequently half of them, or else a third. A 
similar problem exists in ferrous metallurgy. It produces a limited number of 
shape sizes of rolled metal products. At the same time, for example, the West 
German firm, Kleckner, has in its catalogue 5,000 hot-rolled shaped sections and 
10,000 shape sizes, the firm of (Glerveau) (France)--accordingly 1,914 and more 
than 7,000, the firm of (Ukosidor) (Belgium)--1,547 and more than 5,300. In the 
USSR at the beginning of 1982 the assortment came to about 4,000 shape sizes. Such 
a situation, while ensuring an increase of “one's own" labor productivity in fer- 
rous metallurgy and the “efficient” use of rolling mills, promotes the increase of 
the metal content and labor-output ratio in machine building and the increase of 
the amount of chips “being produced.” 





Just as with the acquisition of equipment, the expenditure principle of the deter- 
mination of the price leads to the “tolerance” of the consuming enterprises with re- 
spect to tne increase of the price of means of production and to their purchase 
with excessive parameters and relatively overstated prices. It is possible to say 
that in practice economic indifference to the value of fixed and working capital 
frequently exists. The consuming enterprises do not strive for deliveries at lower 
prices. It 18 necessary to change radically such a situation, which is hindering 
technical progress and is decreasing production efficiency. 


Of course, state price policy is a most important tool, which promotes the solu- 
tion of this problem. It is obvious that the prices should not be constructed in 
accordance with a principle which reflects, in essence, any expenditures which en- 
sure under all conditions the “profitability” of production. They should be ori- 
ented toward the socially necessary expenditures and the conditions which make pos- 
sible the delivery of the given item at a price which conforms to a high level of 
production efficiency (and, consequently, compels the producer to do this), and 
should be constructed on the basis of the systematic decrease of the cost of a unit 
of the effective impact (productivity). One of the important functions of pricing 
lies in this. 


The problem of the inadequate level of specialization and the losses due to this 
has already been covered on the pages of PLANOVOYE KHOZYAYSTVO. In connection with 
these trends a paradox is arising: the enterprise does not carry out specializa- 
tion and strives for a closed cycle, while the economy as a whole bears the harm 
from this. Such a situation is frequently aggravated by the lack of balance of the 
plans, which creates objective obstacles to the accomplishment of cooperation. The 
lack of discipline of suppliers also hag an effect. 


THE IMPROVEMENT OF THE ORGANIZATION OF PRODUCTION AT ENTERPRISES, IN SHOPS AND SEC- 
TIONS is among the major problems of the intensification of social production. Here 
the problems of increasing the labor productivity of the bulk of the working people 
are solved and there are many untapped reserves. The work of auxiliary services-- 
the repair and tool services, intraplant transport and others--has to be improved 
substantially. At present about 15 million auxiliary workers are employed in indus- 
try. Moreover, in the past 10 years their share has increased by 2 percent. This 
means that auxiliary workers made up 63 percent of the increase of the number of 
industrial workers during this period. An overwhelming portion of them are engaged 
in manual labor. 


The decrease of the proportion of those employed in auxiliary services would make it 
possible to free a significant number of workers. The efficient organization of re- 
pair work both along the lines of the producers of the equipment, who have to pro- 
vide all the equipment being produced by them with a complete set of replacement and 
repair assemblies and parts, firm warranty repair and service and along the lines of 
the users of the equipment, who do not organize efficiently enough the operation and 
repair of the equipment, conforms to this goal. It is also a matter of the signifi- 
cant expansion of the specialized production of tools and the acceleration of the for- 
mation of a sector for the specialized production of machine tool attachments. 


The equipment and organization of intraplant transport require improvement. At a 


number of enterprises they are insufficiently concerned with the study and the 
shortening of the routes of parts, the improvement of the spatial layout of the 
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sect‘ons and shops, the development of efficient containers for intraplant transpor- 
tation and go forth. It is well known that among the several tens of millions of 
people engaged in manual labor a large portion is being used in the transportetion 
and handling of freight. 


What are the means of solving this set of socioeconomic problems from the stand- 
point of intensification’? The conventional answer is: complete mechanization, 
automation, robots and, of course, the appropriate investments. But meanwhile in 
precisely this sphere much depends on the organization of production. Of course, 
one must initially eliminate a large portion of the inefficient processes of trans- 
portation and handling on the basis of the study of their length in space and time 
and the improvement of the organization of production in cnace, and only after this 
is it possible to start to work on mechanization and automation. Without this com- 
plete mechanization, as paradoxical as this is, signifies an extensive means of the 
increase of labor productivity. The organization of production in the basic 
shops--the standardization of assemblies and parts, the introduction of various 
versions of flow methods, as well as the scientific organization of labur--merits 
considerably more attention of experienced workers and sectorial science. The 
problems of the creation of flexible forms of the organization of production, 

which make it possible to change over production lines quickly and with the minimum 
expenditures to new types of products, are urgent. The principles of ergonomics 
have to be used more extensively in the process of the designing of equipment, 
technology and the organization of production. The creation sad development in 
ministries and at large enterprises of services of the organization of production 
are necessary; these problems require special elaboration when designing new enter- 
prises and renovating operating ones. 


Intensification (the progress of equipment and technology) presumes THE ASSURANCE 
OF THE MATERIAL INTEREST OF ENGINEERING AND TECHNICAL PERSONNEL IN THE PROGRESS OF 
PRODUCTION and the improvement of the wage of engineering and technical personnel. 
It is necessary to increase the interest in holding engineering positions an to 
create stimuli for the display of engineering and administrative initiative. In 
the number of engineers the USSR has surpassed the United States by several times, 
but their output lags substantially. An important organizational factor of the in- 
tensification of production--the initiative of technical personnel-~-should be util- 
ized more completely. 


Along with the improvement of the structure and organization of social production 
THE IMPROVEMENT OF THE SUBJECTIVE FACTOR--the first productive force of society, 
the formation of the new man--is a most important condition of the changeover of 
the economy to the intensive means of development. The subjective factor in many 
ways determines the state and dynamics of production, its structure and organiza- 
tion. The level and quality of technical, structural and organizational decisions, 
as well as both the possibilities and the obstacles of their effective implementa- 
tion depend on it. As is known, in case of changes in the economic mechanism--the 
introduction of the indicators of gold output, the standard net output and so on-- 
economic managers frequently seek means for the "derivation" of satisfactory indi- 
cators in case of insufficiently good work. Consequently, it is a matter of the 
social and Life position of the participants in management. 


The policy of intensification implies the better use of production resources and 
the obtaining by means of this of a greater effective impact, which in many ways 
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depends on people. For intensification is dependent not only on macrostructural 
and macro-organizational decisions, but also on the decisions which engineers and 
workers make, and, hence, the “quality” and social position of workers is a mighty 
factor of intensification and economic growth. 


Thus, the subjective factor is an economic category, and along with educational and 
political measures the economic measures, which are necessary for its improvement, 
should be one of the leading directions of the structural and organizational policy. 
This is true especially as the formation of the new man anc the most complete meet- 
ing of his increasing neecs are the main goal of both phases of the communist forma- 
tion. The elaboration of the methodology and the determination of the effective- 
ness of the measures on the improvement of the subjective factor and the analysis 

of the losses, which stem from its shortcomings, are a vital task of economic 
science. 


The causes of the lag of the subjective factor are due, in particular, to the short- 
comings of the material and technical base of the complex of sectors of the nonpro- 
duction sphere, which are connected with the reproduction and improvement of man, 
with the productive use of his free time; to the small proportion of this complex 

in the structure of the resources of expanded reproduction and the poor development 
of a number of the structural subdivisions which ensure the successful functioning 
of this sphere. The share of the nonproduction sphere in the fixed capital of the 
national economy decreased from 43 percent in 1960 to 38.3 percent in 1970 and 

33.6 percent in 1981. There is also a similar trend in the structure of capital in- 
vestments. During the 7th Five-Year Plan the share of the basic sectors of this 
sphere (housing services, education, culture, art and science) came to 24.8 percent, 
the 8th Five-Year Plan--23.2 percent, the 9th Five-Year Plan--20.5 percent, the 

10th Five-Year Plan and 1981--18.7 percent. 


[t seems that the direct losses and unrealized possibilities, which are connected 
with the shortcomings of the subjective factor, are significant and can be sharply 
decreased by the development of the material and technical base of the nonproduc- 
tion sphere. This is a long-term strategic task and is among the basic directions 
of the structural policy, as well as among the most important tasks which are ac- 
complished in the process of improving and developing production relations and the 
superstructure. 


[t is obvious that the lack of settlement of the questions of the structure and 
organization of social production entails substantial expenses both in the form of 
the direct loss or excessive expenditures of specific amounts of living and en- 
bodied labor and in the form of losses which appear in the form of unrealized pos- 
sibilities in the area of the increase of the results of production and the decrease 
of the expenditures of production resources. The need has arisen for the organiza- 
tion of the systematic differentiated accounting of the losses, which shows not 
only their total amounts, but also at what stages of the process of reproduction 

and for what reasons they form. Here, in our opinion, there is a serious gap in 
economic science and in the activity of planning and statistical organs. The ag- 
gregate and sufficiently differentiated calculation of the losses and the obtaining 
of an “anatomy” of the losses are a most important national economic task. It sug- 
gests the need for an approved classification and method of accounting of the 
losses, which are connected with the technical level, structure and organization of 
social production, as well as the state and behavior of the subjective factor. This 
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is a question of the sources of expanded reproduction, the use of the resources of 
social production, the obstacles and conditions, the routes of intensification. A 
knowledge of the direct losses of the elements of the national product and the un- 
realized possibilities of its gre th and saving--the determination of their quanti- 
tative amount (physical and value)--is a necessary condition of the choice of pri- 
orities in the structure of investments and the assurance of the great efficiency 
of production accumulation. 


We have already spoken above about the losses connected with the imperfection of 
the infrastructure. But what does the lack of conformity of the parameters of 
equipment, the sizes of rolled metal products and so forth to the parameters of 
their actual operation cost (in metal, machine tool-hours, electric power, labor 
and money)? How many unnecessary expenditures and unused resources are caused by 
the time lag and conservatism of the structure of investments, the technological 
structure and the basic sectorial complexes? How much is overpaid to careless 
workers, whom the administrator is still not always capable of firing, and how 
much less is received than due because stimuli have not been created for those who 
work better? 


A detailed accounting of the expenditures on the offsetting of losses by importing 
the corresponding products is required. It is necessary to make systematically 
detailed calculations of the excessive expenditures (and, consequently, the losses) 
which are due to insufficiently specialized production. This would show clearly 
the “convertibility” of the losses into investments, would reveal their increase 
and the limitations of the expenditures on measures which prevent losses and would 
make it possible to obtain a complete idea of the actual resources for consumption 
and accumulation, which society has. Such knowledge itself will promote intensifi- 
cation. Perhaps the indicator of the used national product with the exclusion from 
it of all the losses of produced output should be introduced. 


The accounting of the realized end results of production is important for socialist 
society. It is necessary to be guided by it when drawing up the national economic 
plan and elaborating investment programs, since the expenditures, which are con- 
nected with the losses in the process of reproduction, and the investments, which 
are allocated for measures which eliminate and prevent these losses, in our opin- 
ion, are equivalent and in the end are interchangeable. 


The problem of determining the losses is closely interconnected with another organ- 
izational problem--with the use of indicators which frequently do not reflect the 
actual consumer impact which one product or another yields, as well as with the in- 
formation which does not reflect the real dynamics and volumes of production. 
Rolled metal products, not only sectional, but also sheet metal products, are taken 
into account not in meters, but in tons; paper is taken into account not in meters 
of area, but in tons, many types of equipment are taken into account in tons, the 
grain harvest is taken into account according to the “hopper” yield and so on. The 
intolerable, condemned practice of additions and the direct or indirect overstate- 
ment of the quantitative and qualitative results of the work of enterprises, as 
well as the frequently groundless adjustment of the plans are also associated with 
this. Such a practice leads to very adverse consequences of a social nature, and 
therefore vigorous steps on its climination were required. 
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Such are several organizational and structural problems of the development of the 
economy and the possible means of their solution. Their implementation is ripe and 
in due to the need tor the consistent implementation of a purposeful and long-range 
strategy. And tirst of all it is necessary to overcome the barriers of extensive 
thinking in the sphere of economics. 


Speaking at the November (1982) CPSU Central Committee Plenum, General Secretary of 
the CPSU Central Committee Yu. V. Andropov said that every ministry and department 
must analyze again and again in a most careful manner the state of affairs, outlinz 
and implement measures for the solution of the existing problems. The main crite- 
rion, in accordance with which they should evaluate their work, is the degree of 
satisfaction by the sector of the constantly increasing social needs. 


COPYRIGHT: Izdatel'stvo “Ekonomika”. "Planovoye khozyaystvo”. 1983. 
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PLANNING AND PLAN IMPLEMENTATION 


PRESSING PROBLEMS CONFRONTING LOCAL PLANNING ORGANS 
Moscow PLANOVOYE KHCZYAYSTVO in Russian No 6, Jun 83 pp 20-30 
{Article by N. Zenchenko, deputy chairman, RSFSR Gosplan|] 


[Text] The expanding scale of social production and the increasing complexity 
of interbranch relations require the ever broader participation of the 
planning organs of the local Soviets in the coordination and monitoring 

of the activity of enterprises, organizations and construction projects 
Situated on their territory irrespective of their departmental affiliation. 


The introduction of the system of measures contained in the decree of the 

CPSU Central Committee and USSR Council of Ministers (12 July 1979) on 
improving the economic mechanism and the decree of the CPSU Central Committee, 
Presidium of the USSR Supreme Soviet and USSR Council of Ministers (19 

March 1981) on the further raising of the role of Soviets of People’s Deputies 
in economic construction made it possible to create the necessary legal, 
organizational and methodological basis for improving the planning of economic 
and social processes and for raising the level and style of work of planning 
organs. 


Nonetheless the task of developing the economy, of increasing the effectiveness 
of production and of strengthening the social orientation of the plans 

requires improvement of forms used in the management of the national economy. 
Among the urgent problems are: the system of economic management; the 
acceleration of scientific and technical progress in the national economy; 
raising the role of republics, krays and oblasts in resolving issues related 

to the satisfaction of the population's needs, etc. The realization cof 

these tasks requires the conceptualization of accumulated experience and 

the elaboration of new measures for the further improvemert of planning 

and management. 


Integrated planning problems 


In recent years, there has been considerable improvement in the interaction 
of planning organs of autonomous republics, territories and oblasts in 

the Russian Federation with enterprises and organizations of union and 
republic (RSFSR) subordination, which promoted improvement in the quality 
of plans for economic and social development and their balance under the 
10th Five-Year Plan. This work is also proceeding successfully under the 
current five-year plan. National income produced in the RSPSK in 2 years 
of the lith Five-Year Plan increased by 6.4 percent. Industrial output 
rose by 5.6 percent compared with 1980, including a 5.7 percent increase 
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in the production of the means of production (Group ‘A‘') and 4 6.5 percent 
increase in the production of consumer goods (Group ‘'B'). Atomic energy, 
machine building, and the gas, chemical and petrochemical industry are 
developing at an accelerated rate, Measures are being taken to implement 
the USSR FooG Program and to strengthen the material and technical base 

of agriculture and other branches of the agro-industrial complex. 


The Russian Federation is actively forming and developing territorial production 
complexes and is implementing integrated economic, scientific-technical, 

social and territorial programs. It is making the transition to the integrated 
planning of the economy of autoncnous republics, territories and regions. 

The plans are developed on a unified methodological and organizational 

basis and include all enterprises and associations irrespective of their 
departmental subordination. 


The most active effort to compile integrated territorial plans and to coordinate 
the activity of enterprises and organizations situated in a given territory 

is conducted by planning commissions in Moscow, Leningrad, Perm, Tyumen 

and Sverdiovs« Ov. lasts. The Sverdlovsk Oblast planning commission can 

serve 46 an example in this regard. Starting with the 9th Five-Year Plan, 

the oblast has made it a4 practice to develop integrated five-year and one-year 
plans. In addition to indicators of development of the local economy, 

these plans incorporate basic indicators of plans of enterprises and organizations 
of union and republic subordination for the production of industrial goods 

and consumer goods, for construction, for nature conservation, and for 
sociocultural and domestic services. All rayon, city and most settlement 

and village Soviets have drafted and are implementing integrated plans 

for economic and social construction in this oblast during the 11th Five- 

Year Pian period, 





A major effort to compile integrated territorial plans and to organize 

the monitoring of their implementation has been made in cities and rayons 

in the Bashkir and Tatar ASSR‘'s. The consolidated integrated plan for 

the economic and social development of Kazan includes enterprises situated 

in the city; indicators regarding the overall volume of industrial production, 
capital construction, the production of consumer durables, and sociocultural 
measures. Much attention is devoted to the effective use of material, 
financial and labor resources, 


At the same time, the experience of drafting and implementing one-year 

and five-year plans for the integrated economic and social development 

of autonomous republics, krays and oblasts shows that there are still many 
problems that await their solution and this means that we must continue 

work on the further improvement of a system for drafting plans and on 
strengthening plan discipline. Mechanisms for stimulating the growth of 
production and labor productivity and for organizing the interaction of 

union and republic ministries and departments with local Soviets, the system 
of norms and plan indicators and the entire system for organizing the drafting 
of plans for economic and social development also need to be improved, 


The result of the insufficient coordination of various aspects of branch 
and territorial planning is that in the process of compiling plans for 

the development of various branches, many ministries do not always proceed 
from available resources and plan new construction without taking measures 
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to increase the effectiveness of the work of existing enterprises and organiz- 
ations, The creation of new workplaces and the considerable increase in 

the manpower requirement associated therewith do not make it possible to 
secure balance of the city-forming and city-supporting spheres in the economic 
development of autonomous republics, krays and oblasts., 


Much still remains to be done to use existing possibilities (both in the 
center and at the local level) to dratt and implement plans for the integrated 
economic and social development of autonomous republics, krays and oblasts, 

to mobilize interbranch resources and to prevent national economic dis- 
proportions and parochial decisions, 


In the RSFSR, there are 22,000 industrial enterprises belonging to 74 union, 
14 union-republic and 30 republic ministries and departments; 24,000 kolkhozes 
and sovkhozes; over 4,000 interfarm enterprises; and a large network of 
consumer service and sociocultural institutions. Such scale of the productive 
and nonproductive spheres naturally requires the precise coordination and 
effective interaction of branch and territorial organs of planning and 
management, 


It i6 no easy matter to attain unity in the elaboration of plans at all 
these levels because there are no regular deadlines for drafting the plans, 
because the forms and indicators of the plans are constantly changing, 

and because many ministries are remiss in supplying the plan documents 

to enterprises and local Soviets, 


With the aim of further improving the integrated economic planning of autonomous 
republics, krays and oblasts, the existing system of territorial planning 

should be expanded in such 4 way a6 to gradually introduce organizational 
methods and planning procedures that are being adopted at the present time 

in Moscow, Leningrad, Leningrad Oblast and Krasnoyarsk Kray. 


In order to diffuse this experience more widely, we should carry out 4 

number of organizational measures and in particular should create a unified 
stable system for organizing work on the compilation of territorial plans 

and should organize interrelations from the bottom to the top between branch 
and territorial organs of management and planning. We should revise the 

Model Guidelines for Compiling Plans for the Economic and Social Development 

of Autonomous Republics, Krays, Oblasts, Okrugs, Rayons and Cities, which 

were devised in 1982 (taking into account the experience derived in drafting 
the plan for 1983) so that the plans will reflect entities belonging to 

all branches of material production and the nonproductive sphere irrespective 
of their departmental subordination. We should also consider the elimination 

of the large number of plans that are drafted and ratified because they 
frequently duplicate indicators. Presently developed separately are: 

plans for the economy that is subordinate the the various Soviets of People's 
Deputies; basic indicators of plans for the economy of higher-echelon subord- 
ination; and basic indicators for the territory of a given local Soviet 

in general, In addition, consolidated plans are developed for: the production 
of local construction materials; the production of consumer goods; and 

the construction of housing, municipal, cultural and consumer service facilities. 
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The practice of drafting consolidated territorial] ;lans shows that they 

are not compiled earlier than April or May of the planned year and therefore 
they cannot fully function as an active instrument for the economic development 
of a region. 


We believe that in the interest of increasing the influence of Soviet organs 
on raising the effectiveness of the work of associations, enterprises and 
organizations situated in a given territory, we should gradually make the 
transition to the practice of drafting and ratifying unified plans for 

the comprehensive economic and social development of autonomous republics, 
territories, oblasts and union republic as a whole and that these plans 
should contain two types of independent indicators: indicators for the 
economy of local and republic (RSFSR) subordination and basic plan indicators 
for enterprises and organizations of higher subordination situated in the 
given territory. Production targets relating to local construction materials, 
consumer goods, the construction of housing, municipal service, cultural 

and domestic service facilities must be included in the indicated plans 
according to the subordination of the enterprises. 


Scientif cally substantiated methods for the integrated territorial planning 
of the economic and social development of autonomous republics, krays, 
oblasts, cities and rayons should be devised with the participation of 
institutes of USSR Gosplan and the gosplans of union republics in order 

to secure the rational combination of branch and territorial sections of 
plans; to achieve integrated planning at all levels of the national economy 
(republic, kray, oblast); to increase the proportionality of the plans; 

and to bring order to the drafting of territorial plans. These methods 
should provide for: 


--the establishment of a unified, stable system for organizing work on 

the compilation of territorial plans with the aim of raising the scientific 
substantiation of these plans, of securing the broad use of balance calculations, 
the methods of mathematical economics and computers, and of systematically 

and effectively monitoring the course of fulfillment of plans for integrated 
economic and social development; 


-~a system of indicators of plans for the integrated economic development 

of autonomous republics, krays and oblasts encompassing all branches in 

the sphere of material production and the nonproductive sphere irrespective 

of their departmental subordination on the basis of the reciprocal coordination 
of the projections of ministries and departments of the USSR and the union 
republics and the calculations of territorial organs characterizing interbranch 
and territorial proportions, stages and directions in the economic and 

social development of various regions; and a system of territorial balance 
calculations; 


--conditions for planning the national economy's most effective utilization 

of mineral, raw material, fuel, energy, land, water and timber resources; 
nature protection measures; and the determination of regionally differentiated 
rates of payment for the use of natural resources. 
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In connection with the difficulty of siting new enterprises owing to the 
increasing complexity of the demographic situation, we should institute 

4 new procedure for siting the productive forces in such a way that would 
take the interests of the entire national economy into account and exclude 
parochialism. The development of such a4 procedure must be based on feasibility 
studies, on the selection of regions and sites for industrial construction, 
on the idea of developing most important territorial production complexes 

and industrial centers; on principles regulating the development of cities; 
on principles that stimulate industrial construction in small towns and 
medium-size cities and that simultaneously restrict the further concentration 
of industry in the largest cities. 


Limits on the size of the work force--a key instrument in economizing labor 
resources 


Planning the size of the work force is an especially urgent question under 
present conditions. Councils of ministers of union and autonomous republics 
and executive committees of kray and oblast Soviets of People's Deputies, 
using the rights granted to local organs of power, carry out a significant 
effort to make rational use of labor resources through their labor departments 
and planning commissions. 


Under the current five-year plan, the growth rates of labor resources will 
decline to one-third of the the level of the preceding five-year plan. 

At the same time, industry, construction and transport constantly require 
new workers. The only way out is the intensification of production. 


There are 66.7 million persons employed in various branches of the RSFSR 
economy. During the 10th Five-year Plan, the work force increased by 5.2 
million; during two years of the llth Five-Year Plan--by only 0.8 million. 


The share of manval laborers in our republic is still high. In 1982, the 
number of manual workers (aided by mechanisms and machines) in industry 

alone comprised more than 33 percent. They constitute a vast manpower 

reserve which attests to the relative nature of the existing manpower shortage. 


The establishment of limits on the size of the work force in associations, 
at enterprises and in organizations specified in the 12 July 1979 decree 

of the CPSU Central Committee and the USSR Council of Ministers on improving 
the economic mechanism and the 19 March 1981 decree of the CPSU Central 
Committee, the Presidium of the USSR Supreme Soviet and the USSR Council 

of Ministers on further raising the role of Sqviets of People's Deputies 

in economic construction must become an effective condition to the rational 
use of labor resources. 


The establishment of limits on the size of the work force in annual plans 
during the first 3 years of the 11th Five-Year Plan made it possible to 
perform a certain amount of work to ensure the most economic use of labor 
resources especially in Moscow, Moscow Oblast, the Tatar and Bashkir ASSR's, 
and Leningrad, Sverdlovsk, Bryansk and Yaroslavl Oblasts. 














In 1961, the growth of work force size was coordinated in 43 autonomous 
republics, krays an oblasts. In 1982, such coordination was carried out 
with all councils of ministers of autonomous republics and with the 
executive committees of kray and oblast Soviets of People's Deputies. 

The increase in work force size requested by enterprises was reduced by 
34 percent in 1982 and by 35 percent in 1983. This has facilitated the 
better distribution of labor power among various branches of the national 
economy. 


A number of planning organs have set up special subdivisions for the purpose 
ot conducting this work. Thus the planning commission of the Yaroslavl 
Oblispolkom established a division for the development of the productive 
forces and manpower balances which has the responsibility of analyzing 

the dynamics and volume of production and of increases in labor productivity 
in oblast associations and enterprises irrespective of departmental subord- 
inatior, of making recommendations to the oblispolkom on the establishment 
of work force size limits and of communicating these recommendations to 

tne enterprises. As a result of work performed by the oblast planning 
commission, the manpower requirement in the first year of the five-year 

plan period throughout the oblast as a whole decreased by 2700 persons 
compared with 1980 and over a 2-year period decreased by 6000. 


The Yaroslavl Oblast Planning Commission took a businesslike approach to 
the coordination of work force size for 1983. The oblast planning commission 
and city planning commissions have carefully analyzed the validation of 
draft plans and the possibility of increasing labor productivity through 
its mechanization and automation and through the improved use of internal 
production reserves. From year to year, enterprises are to a significant 
degree relieved of the necessity of increasing the size of their work force 
because city organizations are increasingly assuming the responsibility 

for increasing the volume of social, consumer and municipal services. 

Local organs of power are planning the development of the urban economy, 
preschool institutions and public transit in order to more completely 
satisfy the needs of the working people. This is a manifestation of the 
efficacy of the combination of branch and territorial planning. 


Bryansk Oblast established an interbranch commission, headed by a deputy 
chairman of the oblispolkom, for the purpose of coordinating work force 

Size limits with available manpower. As 4 result of the study of proposals 
by enterprises and associations on work force size limits, 42 of the requests 
to increase work force size were rejected (including requests submitted 

in behalf of the Dyadkovskiy Crystal Plant and the Lyubokhonskiy Iron Foundry 
which belong to the RSFSR Ministry of Construction Materials). 


One of the basic conditions to coordinating increases in work force size 
was the coordination of these increases with available manpower. Thus, 
eight Dyadkovskiy Rayon enterprises and organizations belonging to the 

USSR and RSFSR Ministries of Construction Materials were refused permission 
to increase the size of their work force because there was no available 
uncommitted manpower in that rayon. 
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Individual associations and enterprises are authorized to increase the 
size of their work force only for the purpose of staffing newly activated 
kindergartens and day care nurseries, of staffing subsidiary farms; some 
enterprises are authorized to increase the size of their work force in 
order to operate new production facilities. 


In the remaining instances, the interbranch commission calied for a 1-2 
percent reduction in work force size at existing enterprises. As 4 result 
of the coordination of increases in the size of the work force, there was 
4 saving of manpower (more than 6000 persons). 


It is estimated that as a result of the implementation of proposals by 
associations and enterprises, the increase in the volume of industrial 
output due to higher labor productivity was 85 percent and that when the 
reduction of work force size is taken into account, this increase will 
be equal to 95 percent. 


The labor department of the oblispolkom together with the planning commission 
are monitoring the correspondence of work force size to labor plans. As 

a result of checks, more than 100 enterprises and organizations have been 
notified that they must bring the size of their industrial work force into 
line with the labor plan. The Gosbank branch office applied a special 

norm on wage funds in the case of 12 enterprises that maintained a larger 
work force than authorized by the plan and that failed to fulfill labor 
productivity targets. 


At the same time, the study of experience shows that the work force size 
limits are not imposed uniformly everywhere and are not as successful as 
they should be. There are still serious shortcomings in the effort to 
coordinate work force size. Some ispolkoms agree to increases in work 
force size that significantly exceed the actual possibility. Thus according 
to balance calculations, in Gorkiy Oblast it was possible to increase work 
force size by only 3000 persons even though enterprises were authorized 

to increase it by 10,200. Requests fcr manpower exceeded the authorized 
work force by 4900 persons in Sverdlovsk Oblast; by 4200 persons in Perm 
Oblast, etc. Even though Kalinin Oblast has no manpower reserve whatsoever, 
the oblispolkom agreed to increase the work force by 5600 persons. 


Not only did many councils of ministers of autonomous republics and ispolkoms 
of Soviets of People's Deputies fail to see to it that existing enterprises 
reduced their industrial production work force by 1-2 percent in 1982 and 

1982 but they even supported requests by enterprises to increase the aggregate 
work force by 350,000 persons. 


Some RSFSR ministries and departments, e. g., the Ministry of the Textile 
Industry, the Ministry of Light Industry and the Ministry of the Meat and 
Dairy Industry, are permitting serious shortcomings in the coordination 

of increases in work force size. Last year, ministries and departments 

did not convey control figures on work force size to subordinate enterprises 
and organizations and did not forewarn them that increases in work force 
Size at existing enterprises would be permitted only in exceptional cases. 








As 4 result, work on coordinating increases in the size of the work force 

at most enterprises proved to be unnecessary and led to unwarranted expenditures 
of time by the staff of ispolkoms of Soviets of People's Deputies, associations 
and enterprises. Thus, 72 enterprises belonging to the RSFSR Ministry 

of Light Industry coordinated increases of 2950 persons in work force size 

with ispolkoms while ministries assigned these enterprises a limit for 

1983 that involved a reduction of 5611 persons. A similar situation prevailed 
at enterprises belonging to the RSFSR Ministry of the Food Industry. 


Under the existing procedure, bank sanctions for maintaining manpower in 
excess of the authorized Limit do not exten to all enterprises. In 1981, 
these sanctions were invoked against only 564 enterprises (14 percent of 
theirc total number) violating this limit. Wage funds were reduced by 4 
mere 1.5 million cubles or 1 percent of the wages for the work force in 
excess of the number authorized by the plan. In the first half of 1982, 
these sanctions were invoked against 369 enterprises (eight percent of 

4it #terprises). 


We should also think of a stricter approach to current bonuses for the 

basic results of economic activity, the terms of which are elaborated by 
ministries and branch trade union committees. Bonuses should depend directly 
on the end result. “Bad work, inactivity and irresponsibility,” Yu. V. 
Andropov, general secretary of the CPSU Central Committee, noted in his 
speech at the November (1982) Plenum of the CPSU Central Committee, “must 

be most directly and inevitably reflected in the material rewards, in the 
official position and in the moral authority of officials.” 


The proper organization of the effort to coordinate limits on the size 
of the work force is an important condition to economizing labor and to 
increasing the effectiveness of production. 


Problems in formulating the consolidated section for the complex of measures 
in the area of social development 


Many years of experience in socialist planning shows that national economic 
plans have always included not only problems of economic construction but 
problems of social development as well. The sociai problems have taken 

the form of a broad spectrum of processes in social life: the social and 
class structure of the population, working conditions and the character 

of labor, the upgrading of the skill levels of the working people, the 
availability of material and nonmaterial goods to the population, etc. 


Naturally the nature of the problems to be resolved in the plans changed 
in various stages of socialist construction. With the development of the 
theory and practice of social planning, it became possible to penetrate 
more deeply spheres of social life that previously received little or no 
attention from planners. 


The party's policy of continuously improving the well-being of the people, 
of improving the living conditions and improving man himself in every way 
is based on Lenin's premise that social production under socialism will 
develop *...for the full well-being and free, all-round development of 

all members of society.” 
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The expanding possibility of improving the people's well-being is to a 
decisive degree determined by the development of the productive forces, 

by growth rates and by the effectiveness of production. In 1980, national 
income for the country 4s a whoie was 437 billion rubles in comparable 

prices. This was 21 percent more than in 1975 and 1.5-2.2 fold more than 

10-15 years ago. The real incomes of the working people also rose accordingly. 
The llth Five-Year Plan calls for increasing national income by 18 percent 

and for increasing the populatiorn’s real income by 16.5 percent. 


The practice of elaborating social problems in national ecoromic pians 

has shown that this matter requires the organization of the clearly directed 
actions of many branches of the economy, ministries, departments and local 
Soviets of People's Deputies. It is specifically in the process of elaborating 
territorial plans and organizing their fulfillment that the Soviets encounter 
various departmental interests that hinder the comprehensive resolution 

of social problems in accordance with measures to develop production and 
construction and to introduce new technology. Thus in the last five-year 

pian, the Ministry of the Chemical industry concentrated all its efforts 

on the creation of new chemical industry capacities in the RSFSR but is 

unable to utilize them because it did not allocate funds for housing construction 
in good time and because of insufficient manpower. Measures are now being 
taken--capital investments are diverted from other projects--to accelerate 

the construction of housing but it is already too late. 


Another example. Punds allocated for the construction of sociocultural 
facilities under the last five-year plan and in the last two years of the 
current five-year plan are not being used satisfactorily. While the RSFSR 
capital construction plan was fulfilled in general, the housing construction 
plan in 1982 was fulfilled by 95.1 percent; the plan for the construction 

of general education schools--by 88.6 percent; preschool institutions-- 

by 97.1 percent; and hospitals--89.4 percent. Even Tyumen Oblast, which 

has a continuous need for an influx of manpower and which spends enormous 
sums to develop the oil and gas industry and to increase the production 

of oil and gas, fulfilled its housing construction plan by only 87.7 percent; 
the plan for the construction of preschool institutions--by 80 percent; 

and the plan for hospital construction--by 62 percent. 


The vast scale of social measures and their integrated character make 
increasingly complex demands on the organization of the formulation of 
plans for social development and for improving the people's well-being. 
The 12 July 1979 decree of the CPSU Central Committee and the USSR Council 
of Ministers on improving the economic mechanism called for consolidated 
sections for the complex of measures in the area of social development 
These sections must reflect measures to improve working conditions, to 
upgrade the skill level and occupational proficiency of the work force, 

to improve housing, cultural and everyday living conditions; to improve 
medicai care, etc, 


The drafting of plans for social development and for improving the well- 


being of the people at various levels of planning and management must be 
improved for a number of reasons. Today there is increased emphasis on 
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the role of social factors in the development of production and the service 
sphere. Scientific and technical progress and the increasing complexity 

of production and labor processes make higher and higher demands on the 
educational and cultural level of workers, on their occupational knowledge 

and proficiency. High-quality vocational training and a high general cultural 
level are becoming 4 necessary condition to successful labor and the improvement 
of the well-being of the working peopl!* becomes an increasingly urgent 
requirement of economic development proper. 


Territorial differences in the living standard have a direct influence 

on the general conditions of reproduction of the population and labor resources, 
on all aspects of the demographic situation and in particular on the migration 

of the population and on the supply of a sufficient quantity of properly 

trained manpower to farms in the various rayons. Economic differences 

in living standards from rayon to rayon form under the influence of a number 

of factors, cause a high degree of out-migration from regions of new development, 
cause the exodus of manpower and give rise to large national economic losses. 


The need to improve the territorial planning of the living standard also 
stems from the fact that nationwide measures to improve material well- 
being are always realized in certain socioeconomic conditions characteristic 
of a given territory and have different social consequences in connection 
with regional differences in the level of economic development, in the 

size of the population's incomes, in the distribution of families according 
to financial status, etc. 


At the same time, methodological questions associated with the improvement 
of social planning are being resolved slowly. 


Almost four years have elapsed since the decision was made to include consol- 
idated sections for the entire complex of measures in the area of social 
development in state plans for economic and social development. However 
the structure of this section, its indicators and the methods used to develop 
them have by no means been fully articulated. The debate on the number 
of indicators for the union level, for the level of union and autonomous 
republics, krays and oblasts, ministries and enterprises has been protracted. 


The draft of the system of indicators elaborated by the Scientific Research 
Economics Institute under USSR Gosplan as a part of the State Plan for 

the Economic and Social Development of the USSR includes approximately 

600 indicators grouped as follows: the cultural and socioeconomic composition 
of the population; development of ownership relations; character and content 
of labor and working conditions in social production; resource supply for 
programs for social development and for raising the people's living standard; 
the population's incomes; the population's consumption of material goods 

and services; the social infrastructure (education, culture and art, mecical 
care, recreation, physical culture and sport; housing, municipal services 
and amenities; personal services; transport and communication services; 

trade and public catering services); the population's time budget; 
environmental protection. They are all necessary indicators but there 

are too many of them. Many of them duplicate other sections of the plan 

or are of a reference nature. We deem it essential that indicators 





of the consolidated section of the plan carry information not only about 

the projected and actual result (state) of social development but also 

about conditions for attaining the given result. In other words, social 
development in all sections of the plan must be interpreted as the process 

of realizing the planned social result , which includes the conditions 

to its attainment. At the same time that we reduce the overall number 

of indicators, we should single out features of them that are common to 
subsystems and to the entire section as 4 whole and on this basis strengthen 
the methodological coordination of the proposed indicators with indicators 

of the consolidated section of the national economic plan and its administrative- 
territorial aspect, in particular with regard to quality indicators. In 

this regard, the identification of such subsystems of indicators as conditions 
of social development (capital, manpower, performance), the results of 

social development and of social effectiveness should be considered a promising 
direction at al] levels and in all sections of the plan. The existence 

of the given subsystems of indicators would make it possible to analyze 

the dynamics and compare levels of social development of branches of various 
regions. 


Naturally, in the process we must devote a great deal of attention to synoptic 
(as 4 rule, value) indicators (the population's real incomes, wages, social 
consumption funds, volume of consumption of goods and services) and to 

special indicators that are usually expressed in physical terms (volume 

of consumption of basic foodstuffs, per capital housing space, number of 
hospital beds per 10,000 population, number of places in preschool institutions 
per 100 preschoolers, etc.). 


RSFSR Gosplan has devoted much attention to determining the planned wage 
fund --the basic source of satisfaction of the material needs of the work 
force--in oblasts, krays and ASSR‘'s. According to the branch principle 

of management, the wage fund is ratified for enterprises, associations 

and organizations. Nor could it be otherwise since wages are not only 

the basic form of compensation of expenditures on the production of labor 
power, are not only a distribution category but are also one of the basic 
costs of production and consequently are a production category. The overall 
wage fund for a given territory must be calculated and planned simultaneously 
in close coordination with personal consumption funds, with the volume 

of retail trade and paid services, and with money circulation plans. 


The coordination of the wage fund with the enumerated indicators is of 
particular importance to administrative regions since money incomes are 
usually spent at the same place they are earned. The calculation of the 
overall wage fund is based on the study of factors that determine the average 
wage (wage scale, growth of labor productivity, product mix), changes in 

the size of the work force and in its distribution according to sphere 

of activity. Regional wage coefficients are also taken into account in 

the process. 


Social consumption funds, that are characterized by the volume of goods 


and services provided to the population free of charge or at a reduced 
rate as well as cash payments (pensions, grants, scholarships, etc.) in 
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addition to earned income are an important indicator that is incorporated 
in the integrated plan for raising the people's living standard. In the 
process of planning the volume of the social consumption fund for oblasts, 
krays and autonomous republics, it is necessary to take into account funds 
received from all sources, including funds received from union, republic 
and local budgets; funds from enterprises, trade unions, collective farms, 
and social organizations in a given territory. 


The calculation of the plan indicator of social consumption funds entails 
great technical difficulty. This is because the maintenance of institutions 
providing sociocultural services free of charge is financed by many enterprises 
and organizations belonging to different ministries and departments of 

union, republic and local subordination and by numerous other sources (union, 
republic and local budgets; funds provided by enterprises and cooperative 
organizations; trade union budgets). The significance of this indicator 

in the integrated plan for social development and for raising the people’s 
living standard is great because it must reflect the population’s money 
incomes and all current outlays on the maintenance of institutions responsible 
for public education and culture, health care and social security, physical 
culture and sport, housing and municipal services. Calcuiation of these 
indicators makes it possible to determine the correlation between earned 
income and income from social consumption funds. 


The integrated plan for social development and for raising the people's 
living standard enables local planning organs to determine the general 
growth rates and proportions between main sources of the population’s reali 
incomes and the use of social consumption funds and basic indicators of 
development of the network of enterprises and institutions in the service 
sphere. 


The resolution of these questions is naturally directly associated with 

the growth of the effectiveness of social production, with the rational 

use of material, labor and financial resources. “The effectiveness of 

the socialist national economy,” Yu. V. Andropov observed in the article 
"The Teaching of Karl Marx and Certain Problems in Socialist Construction 
in the USSR,” must of course be judged not only on the basis of purely 
economic criteria but also on the basis of social criteria, with due regard 
to the end goal of social production... Indeed, no matter how multifaceted 
the tasks confronting the Soviet economy might be, they ultimately reduce 
to the single task of promoting the well-being of the working people, of 
creating material conditions for the further gevelopment of their spiritual 
and cultural life and their social activism.” 


In the light of the decisions of the November (1982) Plenum of the CPSU 
Central Committee, planners in the Russian Federation see their task to 

lie in continuing the effort to improve the management of the economy, 

to raise the role of autonomous republics, krays and oblasts in resolving 
problems associated with the further growth of the effectiveness of production 
and the satisfaction of the population's needs. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


WORKING CAPITAL AS A FACTOR OF REPRODUCTION 
Moscow DEN'GI I KREDIT in Russian No 5, May 83 pp 31-36 


[Article by Doctor of Economic Sciences N. S. Lisitsian: “Working Capital and Its 
Role in the Process of Reproduction") 


{Text| The accomplishment of the most important national economic task of increas- 
ing the efficiency of social production on the basis of its intensification re- 
quires the scientific substantiation of the basic means of improving the economic 
mechanism in the interconnection of all its units. Along with the general prob- 
lems, which arise when studying these interconnections, there are also many 
“autonomous” problems which stem from the peculiarities of one economic category 
or another, one value tool or another, which are being used or should be used in 
the overall system of the economic mechanism. 


In this article an attempt is made to cover several of the basic directions, which, 
in our opinion, should be chosen for the improvement of the management of working 
capital and the financial sources of its formation. Practical experience shows 
that the many rich possibilities, which have been incorporated in working capital, 
in the present economic mechanism are being utilized extremely inadequately. Toa 
certain extent this ensues from the theoretical underestimation of working capital 
as a reproduction category. 


Meanwhile working capital is first of all a reproduction category, being an integral 
part of productive capital.* Working capital is the portion of the value of produc- 
tive capital, which detached itself in time (which was as if reduced to an annual 
scale, more precisely, to the scale of one reproduction cycle of this capital) and 
which accomplishes its constant movement on the basis of and ~t the same time as 

the movement of the use values which act as its physical basis--the objects of la- 
bor and the means of labor. Subject to the place which it occupies at a given m- 
ment in the process of its reproduction, the capital invested in it assumes in suc- 
cession functional forms--productive, commodity and monetary. 


One of the important peculiarities of working capital, which distinguishes it from 
another important part of productive cap/tal--fixed capital--consists in the fact 
that the movement of its value in its overwhelming portion (except for ite monetary 
form, which has a relatively independent movement), occurs at the same tire as, in 
synchronism with the movement of its physical basis. This peculiarity creates 





l. For more detail on this see VOPROSY EKONOMIKI, No 11, 1980. 
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realistic conditions of the management by means of it and on its basis of the plan- 
ned movement (turnover) of the entire aggregate value and its physical vehicles, 
Which occurs in the process of expanicd so lalist reproduction. 


The connection between the reproduction of the national product and the reproduc- 
tion (turnover) of working capital appears especially vividly, if it is taken into 
account that the control of these two important processes in practice is carried 
out within the Jimits of a uniform pertod--as a rule, a l-year period. 


For the purpose of intensifying the process of the reproduction of the national 
product and the entire process of expanded socialist reproduction it seems expedi- 
ent to increase substantially during the current and subsequent five-year plans the 
role of working capital in the overall system of the economic mechanism. Hence 
arises the demand for the utmost utilization of the possibilities and peculiarities, 
which are incorporated in working capital. Such a use of them should, of course, 
be carried out at the different levels of the national economy in accordingly dif- 
ferent, but coordinated organizational forms. In other words, its management 
should be improved on the macro- and microlevels. First of all this requirement 
applies to one of the most important national economic tasks--the saving of mate- 
rial resources, on the accomplishment of which, as was noted by General Secretary 
of the CPSU Centra. Committee Yu. V. Andropov, both the accomplishment of the tasks 
of the current five-year plan and the development of our economy in the future de- 
pend to a great extent. 


At present, in our opinion, an inefficient structure of the stocks of physical 
assets has formed. The shortcomings in the use of the latter found generalized re- 
flection in the slight slowing of the rate of turnover (the turnover rate) of work- 
ing capital, primarily due to the capital invested in material stocks (the capital 
for which standard rates are laid down). 


The rate of the turnover of working capital directly depends on the saving of these 
stocks. This is due to the fact that acceleration is a result of two connected, 

but at the same time different conditions. First, the more rapid movement of physi- 
cal assets and the working capital included in them through the stages of the re- 
production process; second, the relative decrease of the total amount of tlis capi-~ 
tal, which is mainly achieved by means of the overall saving of the material, as 
well as the monetary resources which are involved in the process of reproduction. 

It is natural that when both of these conditions are in effect at the same time, 

an accordingly greater economic impact and the greater acceleration of the capital 
are obtained. 


The most substantial reserves of the overall economy of physical assets and tie 
working capital invested in them are contained, in our opinion, in the relative de- 
crease of the production stocks: their proportion in the total amount of working 
capital as present comes to about 30 percent for the national economy and 48 per- 
cent for industry. 


Taking into account that each percent of the working capital of the national econ- 
omy is equal to more than 4 billion rubles, it is possible to form the opinion that 
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2. KOMMUNIST, No 3, 1983, p 13. 
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the sound adjustment of the structure of the stocks of physical assets, and there- 
by of the capital Invested in them, affords possibilities of their overall saving 
and the corresponding acceleration of the turnover. 


vuring the coming period it would be advisable to carry out a gradual change in the 
distribution of the stocks of production materials ("the potential objects of labor," 
to use Marx" expression); instead of their preferential dispersal among the immedi- 
ate consumers, that is, in the sphere of production, as is presently the case, to 
ohift their storage and to concentrate it in the corresponding units of the sphere 

of cireulatlon--in the systems of material and technical supply, agricultural pro- 
surements and so on, Such a shift requires, of course, the improvement of the eco- 
nomic mechanism of the sphere of circulation, 


In reality, the process of the concentration of reserve commodity stocks in the 
sphere of circulation, which is due to the requirements of the intensification and 
improvement of the work of individual sectors, has already begun. In agriculture 
this is connected with the need for the better keeping capacity of the products of 
this sector for the purpose of the successful fulfillment of .1e Food Program; in 
material and technical supply--primarily for the purpose of the saving of manpower 
and material resources and the better shifting of them. In turn the accomplishment 
of this task required the elimination of departmental isolation in this unit. In 
trade in consumer items the need for the greater concentration of these goods in 
the wholesale units to a considerable. extent is dictated by the requirements of the 
broadening of the possibilities of shifting stocks, and thereby their decrease on 
the condition of the better meeting of the demand of the population. 





Our proposal boils down to the fact that the indicated measures, which have been 
brought into being by objective reasons, should be reduced organizationally to the 
comprehensive planned management of the entire process of commodity circulation, 
for this process is, in essence, a unified economic process, with unified ultimate 
tasks and practical goals (what 1s meant, for example, ise the creation of the tech- 
nical base--warehouse facilities and various devices, the expansion of transporta- 
tion and so on). 


the objective possibility of the proposed change of the structure of the aggregate 
production and reserve commodity stocks stems from the fact that with respect to 

the consumer properties the physical basis of the two indicated forms of material 
stocks remains unchanged regardless of the change of their location in the repro- 
duction process. Thus, a given type size of metal is the same with respect to its 
consumer properties (on the condition of their preservation) both at the warehouse 
of finished items of the metallurgical plant which produced it and on the entire 
route through the commodity-producing units and at the warehouse of production mate~- 
rials of the machine building plant which purchased it. 


It is valid, of course, to implement measures on the gradual concentration of re- 
serve commodity stocks in the sphere of circulation along with the development of 
the system of direct economic ties between producers and consumers, with the im- 
provement of the work of transportation and marketing and supply organizations, 

w th the saving of materials within enterprises, with the skillful use of such in- 
dicators as the decrease of the materials-output ratio of the items being produced 
and g0 on. 
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Particular attention should be attached to the serious tightening up of contractual 
discipline on deliveries of goods. Yor one of the causes of the formation of con- 
siderable stocks of them, including production stocks, 1s connected with the un- 
certainty of economic organizations about the timely receipt of the necessary mate- 
fiale and goods, that ts, with the desire to eliminate the risk of the breach of 
the contract on deliveries, and thereby the upsetting of the fulfillment of the 
production program, 


The charge for the elimination of such "risk" costs society dearly, since it di- 
verte from the economic turnover a portion of the physical assets and the capital 
invested in them and slows their movement. Therefore, in our opinion, it is neces- 
sary to pursue more consistently and systematically a unified policy (expressing it 
organizationally in the long-range plans) with respect to the improvement of the 
distribution of stocks of physical assets for the purpose of their better shifting. 


This raises the question of the improvement of those aspects of the economic mecha- 
niem, which are connected with the evaluation of the work of enterprises on the 
fulfillment of the plans of deliveries of products and goods. This question re- 
turns us to the examination of the indicator of sales. We share the view of N. V. 
Garetovakily that it 1s necessary to increase the role and importance of the ful- 
fillment of the plan of the sale of products in conformity with the concluded eco- 
nomic contracts. 


While agreeing with the arguments advanced by him 18 favor of this indicator, let 

us add that it 1s also connected fundamentally with all the indicators which char- 
acterize the activity of marketing and supply, financial and bank organs. Appar- 

ently, this indicator should be used extensively in the process of their activity, 
for example, the mechanism of the return of credit should be connected with it. 

[t is necessary to use the indicator in question more completely in the system of 

general indicators of the efficiency of social reproduction and, particularly, the 
aphere of circulation, 


[t is a question not of the separate use of the depersonalized indicator of sales, 
but of its economic organizational, specific structure, which is possible on the 
basis of the concluded contracts on deliveries. Such an indicator will also lend 
an essentially important direction to the formation of material stocks, to say 
nothing of the posttive influence on the progress of the reproduction process. 


The management of material stocks for the purpose of the relative decrease of their 
total amount for the national economy as a whole on the condition of the assurance 
of the continuous planned progress of the process of reproduction in many ways de- 
pends on the management of working capital. Such a dependence is achieved organ- 
izationally by the planning (rate setting) of working capital, particularly its so- 
called physical portion, The rate setting of working capital is, in reality, one of 
the important aspects of the planning of the reproduction proportions. Therefore 
{t should be carried out in conjunction with various important aspects of the long- 
range planning of the development of the national economy, particularly with the 
planning of fixed capital on the basis of the tasks of scientific and technical 
progress and the possibilities of decreasing the materials-output ratio and the 
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capital-output ratio, as well as on the basis of the prospect of the development of 
the production of raw material resources and so on. 


At present the requirement of such a comprehensive approach to the rate setting of 
working capital, in our opinion, is not being completely met. The rate setting of 
working capital, in essence, is being confined to the level of cost accounting 
units. While the latter in the process of rate setting are proceeding primarily 
from the conditions which have been formed at the given moment. This does not make 
it possible to ensure completely enough the necessary coordination between the 
standards of this capital, which are being established, and the long-range develop- 
ment of the national economy, its intensification and efficiency. 


For the combination of the centralized management of this capital with the independ- 
ence of cost accounting economic units it seems expedient on the basis of the re- 
quirements of the development of the national economy for the 5-year period be- 

ing planned to establish for ministries and departments the control figures on the 
standards of working capital (its so-called physical portion) in accordance with 

its total amount and basic types. These control figures should be reported to the 
cost accounting units so that the latter on their basis and on the basis of the 
specific conditions of work would elaborate detailed standards of the stocks of 
physical assets and the working capital invested in them, and then would submit 

them to superior economic organs. 


It is valid to include the consolidated standards, which were envisaged by “he 
State Planning Committee, in the plan of the development of the national economy 
for a 5-year period and to approve them along with the basic indicators. It would 
be possible, apparently, to introduce such a procedure starting with the 12th Five- 
Year Plan first of all for industry, and then for the other sectors of the national 
economy. 


The simultaneous review (for example, as of January 1984) of all the material stocks 
of cost accounting enterprises, in our opinion, should precede the establishment of 
the standards of working capital for the coming five-year plan. This measure is 
necessary for the purpose of the “clearing” of the surplus and unnecessary physical 
assets which have accumulated at them and their redistribution along the individual 
units in order to establish sound standards of the stocks of physical assets and 

the capital invested in them on the basis of the “cleared” amounts of these stocks 
and the prospects of the development of the sectors. This and the measures con- 
nected with it will serve as a condition of the strengthening of one of the impor- 
tant links of the overall chain of the economic mechanism. 


The scientifically sound management of the financial sources of the formation of 
working capital is of very substantial importance for the increase of the efficien- 
cy of its use. As is known, inherent in each of these sources are its own pecult- 
arities, its own economic limits and its own practical forms of use, the o»servance 
of which is objectively necessary for the proper functioning of the entire economic 
mechanism. The structure of the financial sources of working capital is directly 
connected with such aspects of the reproduction process as money circulation, fi- 
nance and credit, as well as serves as an important condition of genuine cost ac- 
counting, the cost accounting interest in the use and preservation of working capi- 
tal and these sources themselves. 
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The difference between working capital and its financial sources frequently is not 
taken into account. In a number of instances they are identified. This has the 
result that the management of working capital in practice is carried out as if from 
the “financial” end, but even in this case the comprehensive approach is violated, 
departmental interests prevail and frequently the subjective, in essence volitional 
factor has a strong effect. This, on the one hand, affords the possibility of cer- 
tain irregularities of its structure (frequently due to departmental interests) and, 
on the other, creates the possibility of achieving relatively easily the groundless 
adjustment of the ratio of financial sources. 


As a result of the most different causes at present, in our opinion, a not entirely 
efficient structure of the financial resources of working capital has formed. It 

is possible to say that the most substantial shortcomings in the management and use 
of working capital exist in this area. This was caused to a significant extent by 
factors stemming from the economic mechanism. For example, as a result of the 
established methodology of determining the profitability, as well as the differences 
in the rates of the fee for capital and for bank credit against seasonal stocks of 
physical assets (6 percent and 2 percent) the aspiration appeared among economic 
units to use the more "inexpensive" source--bank credit. 


The effect of the factors connected with the shortcomings in the work of enter- 
prises, particularly the untimeliness and incompleteness of deliveries, shows. As 
a result not only individual associations and enterprises, but even some sectors of 
industry of group B lack in significant amounts the necessary amounts of internal 
working capital, and their activity is being carried out for the most part at the 
expense of bank credit. 


The standards of internal capital (which are called upon to be the basic financial 
source of the formation of the standards of stocks of physical assets) at a number 
of enterprises are so low, that in practice they are of only a symbolic nature and 
cannot serve as the cost accounting stimulus, by means of which it is possible to 
influence effectively the efficient use, the preservation and the rate of turnover 
of working capital and to step up the credit influence on the economy. 


in recent years in the total amount of financial sources of the formation of working 
capital the proportion of internal capital has decreased significantly with the cor- 
responding increase of the proportion of bank credit and other sources (see the 
table on the following page). 


Whereas in 1966 the ratio of internal capital and bank credit in the formation of 
the working capital, for which standard rates are laid down, of the group of minis- 
tries in question was equal (about 39 percent in the total amount of its financial 
sources), by 1981 it had changed significantly due to the substantial decrease of 
the proportion of internal capital (to 21.4 percent), which came to about half 
of the proportion of bank credit--43.1 percent. 
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4, In connection with the fact that in the published report of the Central Statis- 
tical Administration some financial sources of the formation of working capital 
are reflected in generalized form, we broke them down with respect to 1/ in- 
dustrial ministries, the total amount of the working capital of which comes to 
more than half of the working capital of the national ecoromy. 
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Structure of the Financial Sources of the Formation of Working Capital 
for 17 Industrial Ministries During 1965-1980 
(percent of total financial sources) 
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1975 64,2 28,4 3,8 43,6 12,2 15,8 7,8 8,0 
1980 43,4 22,0 3,7 42,6 18,8 16,6 8,5 &,? 
1961 83,7 21,4 3,9 43,1 19,2 16,3 8,3 8,0 
Key: 
lL. At beginning of the year 8, Bank credit” 
2. Capital advanced by the state 9, For which standard rates are not 
for the formation of working laid down 
capital 10. Bank credit 
3. Total 1l. Other financial sources of the 
4, Of it formation of working capital 
5. For which standard rates are 12. Of them the capital of 
laid down 13. Creditors 
6. Internal capital 14. Special funds and others 


7. Including that equated with 
interrs. capital 
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b 
Including turnover credit. 





At the same time the temporarily idle assets of the stimulation funds also had an 
influence on the decrease of the amount of these two planned sources, which was a 
direct result of the change of the economic mechanism, which was carried out in the 
middle of the 1960's. 


When examining the cited structure of the financial sources of working capital it 
should be taken into account that a portion of the internal capital is actually 
formed not by means of this capital in the direct sense of this term, but by means 
of the so-called fixed liabilities, which are equated with internal working capi- 
tal. Moreover, the value mechanism of the formation of the latter leads to the 
groundless involvement of short-term credit in the economic turnover of individual 
enterprises (associations). As a result of the fact that the actual amount of 
these fixed liabilities frequently (especially within the year) is less than their 
planned amount, bank credit proved to be the real financial source of the backing 
of the corresponding portion of the internal capital. In connection with what has 
been said the task is arising for such an improvement of this section of the eco- 
nomic mechanism, which could ensure consistent and strict implementation of the 
prevailing principles of the organization of working capital in practice. 
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It seems that for this purpose with reference to the financial sources of working 
capital it would be valid to begin and to pursue consistently a policy of the regu- 
lation of their organization and planning. Such regulation should, in our opinion, 
be carried out simultaneously in two interconnected directions. 


First, to gradually adjust the formed structure of the financial sources of the 
formation of working capital by the relative increase of internal working capital 
in conformity with its standards, particularly the stocks of physical assets. 


Second, to gradually expand the application of the principle of the combination of 
the proportionate involvement of internal capital and bank credit (as sources of 
the formation of the capital) in the stocks of physical assets, for which standard 
rates are laid down (the extension of credit on the turnover). Let us examine each 
of these directions. 


Let us begin with the first one. Inasmuch as during the next few years, apparent- 
ly, the necessary assets for making up the entire shortage of internal working capi- 
tal, which at present has formed for a significant portion of the enterprises (as- 
sociations) and several sectors, will not be able to be allocated from the accumu- 
lations of economic organs, as well as the budget, for a certain time bank credit 
may remain the source of the filling of this gap. However, it is expedient to 

grant the corresponding amount of this credit in economically quite specific forms 
and in accordance with a specific procedure, which would differ clearly from the 
procedure of the extension of short-term credit for the current activity of eco- 
nomic organs. 


At the same time it is necessary (and this is very important) to establish the 
specific sources and periods of the repayment of this credit. Thus, if the short- 
age of working capital and accordingly the need for credit arose for reasons which 
depend on the operation of the given economic organ or sector, the future internal 
resources should be the source of repayment, while if it arose for various objective 
reasons, it would be legitimate, apparently, to seek the source of the repayment of 
this credit in the procedure of the use of the financial interrelations with the 
budget: either by direct special allocations to the given sector or by the decrease 
of the planned financial payments. 


The latter of the above-named directions of the improvement of the financial 
sources of the working capital, for which standard rates are laid down--the broad- 
ening of the sphere of application of the principle of the proportionate involvement 
of internal capital and bank credit (turnover credit)--is also directly connected 
with the accomplishment of this task. However, the practical implementation of 
this principle in the future should be organized, in our opinion, on a different 
basis as compared with the prevailing one: it is valid to grant turnover credit 
only for the payment for physical assets, so that it would serve its immediate goal 
as a flexible financial component of the formation of capital in the stocks of 
these assets and in the backing of the payment turnover. 


It seems inadvisable to continue to use this credit for the payment of wages (the 
credit for their payment if necessary can be granted in a different form) and the 
payment of the turnover tax. 
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The use of such internal financial sources as the temporarily idle material stimu- 
lation funds also requires improvement. It is economically more valid, in our 
opinion, to commit these assets to the centralized financial turnover not through 
the budget mechanieom (by their inclusion in the fixed liabilities, which are 
equated with internal capital), but through the credit mechanism, which is called 
upon to accomplish the accumulation and use of temporarily idle monetary assets in 
the national economy. 5 


In one article it is impossible, of course, to settle all the complicated questions 
of the increase of the role of working capital and the financial sources of its 
formation in the economic mechanism. These questions require extensive joint dis- 
cussion with the participation of scientists and experienced workers. 

5. The credit mechanism can be used for this purpose in two forms: either in the 
form of the deposit of the temporarily idle assets of the stimulation funds (in 
other words, by means of bank liabilities) or by the “reckoning” of these assets 
when « (ending credit to economic organizations. 


COPYRIGHT: "“Den'gi 1 kredit", 1983 
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PRICES, DECREASE OF MATERIALS-OUTPUT RATIO IN MACHINEBUILDGING 
Moscow MATERIAL 'NO-TEKHNICHESKOYE SNABZHENIYE in Russian No 4, Apr 83 pp 27-29 


[Article by L. Rozenova, chief of the Department of Economic Standards of the USSR 
State Committee for Prices (Moscow): "The Price and the Decrease of the Materials- 
Output Ratio”) 


{Text} In recent years the work on the increase of the technical level and quality 
of products and the decrease of their materials-output ratio has been stepped up in 
the sectors of machine building. The proportion of products with the State Seal of 
Quality has increased. Many machines, equipment and instruments are enjoying an 
increased demand abroad. 


At the same time machines and devices, which are inferior with respect to the spe- 
cific metal content to the best domestic and foreign models, are still being pro- 
duced. Moreover, pricing practice has shown that in a number of instances the metal 
content of the equipment being newly assimilated does not meet present requirements. 
This attests to the inadequate attention of planning and design organizations to the 
development of highly efficient machines and equipment of the highest quality cate- 
gory with the least expenditures. 


It is possible to group the following with the basic reasons for the unsatisfactory 
designing of new equipment. The machine building ministries are studying inade- 
quately the questions of the standardization of the use of materials. At present 
5006 different unstandardized standard technical documents and estimated norms of 
the strength and use of metals are in effect in machine building. This does not 
make it possible to determine the efficient use of metal with allowance made for 
the achieved quality in ferrous metallurgy and leads to its excessive consumption. 


Thus, it was established by the expert appraisal of the economic soundness of the 
wholesale prices for an ammonia synthesis column for a unitized technological line 
of ammonia production that the metal content of the column is 27 percent (136 tons) 
greater as compared with foreign models due to the use for the production of its 
body of steels with relatively low strength and operating characteristics. 


Substantial shortcomings still remain when drafting standard technical specifica- 
tions. Indicators of the specific metal content per unit of the technical parame- 
ter are not included in the specifications of many groups of machines and equip- 
ment. And this does not make it possible to carry out the monitoring of the metal 
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content of items during thelr designing. The utilization ratio of metal (material), 
which is used in planning, rate setting and pricing, does not completely character- 
ize the effective use of resources, since it determines only their actual use in 
case of a given design. 


For example, the expert appraisal of the economic soundness of the wholesale prices 
for agricultural equipment established that the utilization ratio of metal when pro- 
ducing sowing machines at the Krasnaya Zvezda Agricultural Machine Building Plant 

is within the range of 0.77-0.78, that is, is close to the average sectorial level. 
However, their specific materials-output ratio is 10 percent greater than foreign 
analogues with less reliability. 


The elaboration of the specific materials-output ratio is being carried out for 
many groups of machines. The analysis of the materials of the substantiation of 
wholesale prices shows that in a number of instances the calculation of the metal 
content of domestic items has been artificially understated as compared with for- 
eign items. When calculating the metal content of machines the expenditure of 
metal on the production of equipment is taken into account and the metal, which is 
expended on the production of the obligatory set of spare parts, which is delivered 
with the equipment, is groundlessly not taken into account. 


Thus, in the specifications and production flow chart of the technical level and 
quality for the GIsN-195M pump, the production of which was begun in 1982 by the 
Sumy Machine Building Production Association imeni M. V. Frunze, a mass of 92 tons 
is envisaged. Along with this pump a set of spare parts, which ensure its opera- 
tion during the warranty service life, and a set of installation pieces with a total 
weight of 4.3 tons are delivered. However, these 4.3 tons are not taken into ac- 
count in the calculation of the specific materials-output ratio of the pump. 


The groundlessly understated weight of the pump distorts the estimate of its 
materials-output ratio and leads to the double accounting of the indicators: a 
lower weight indicator--the mass of the item without the spare parts--is used for 
the evaluation of the technical level and quality, a higher weight indicator--the 
mass with the spare parts--is used when substantiating the wholesale prices. 


In our opinion, the real consumption of metal, which is used for the production of 
both the machine and the obligatory set of spare parts for it, should be specified 
when calculating the specific metal content of machines and devices. It should be 
noted that for the groups of products, in which the specific metal content is re- 
flected in the standards and specifications, this indicator has not become stand- 
ardized and mandatory for planning and design organizations when developing items 
and for manufacturing plants when producing the products. Scientific research in- 
stitutes, design bureaus and manufacturing enterprises change this indicator at 
their own discretion. 


The specific materials-output ratio per unit of power, lifting capacity or other 
parameter is the most thorough indicator, which characterizes the degree of economy 
of the design. A standardized nature should be lent to this indicator and it should 
be regarded as one of the basic parameters which are liable to mandatory inclusion 
in the standard technical specifications. 
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So tar the proper order has not been established in the rate setting of resources. 
This ts leading to the multiplicity of norms and the nonfulfillment of the plan 
assignments of their decrease. The planning of the rates of consumption of a lim- 
ited number of types of metal and the establishment of assignments of the increase 
of the utilization ratio of rolled ferrous metal products alone are enabling the 
manufacturing enterprises to accomplish a saving of some metals by the increase of 
the consumption of other materials, that is, to report on the saving of resources 
with figures which do not have a real physical saving of metal. 


For example, a saving of the consumption of hot-rolled metal on the PLP-6-35 plow 
by 41 percent since the start of series production was shown in the annual report 
of the Altaysel'mash Plant for 1980. Here the weight of the plow remained un- 
changed. This attests to the stability of the materials being consumed for the 
production of plows. However, the product cost increased. 


it should also be noted that the actual weight of the finished product of machire 
building can deviate from the weight envisaged in the standard technical specif itca- 
tions within the range of 23 percent. The check of a number of machine building 
enterprises showed that these deviations are aimed at the overstatement of the 
weight. The actual weight of the T-70S tractor, which is produced by the Kishinev 
Tractor Plant, for example, deviates from its mass in accordance with the specifi- 
cations by 3.5 percent. In this connection it is expedient in the standard techni- 
cal specifications to make more rigid the demands on the deviations of the mass of 
products. 


The planning of the expenditures on new equipment by the stages of its designing 
and the development of new highly efficient machines with the least expenditures 
and a low materials-output ratio requires the change of the principles of the for- 
mation of Limit prices. The USSR State Committee for Prices has approved a new 
method of determining the wholesale prices and the standards of the net output for 
machines, equipment and instruments. Limit prices based on the planning expendi- 
tures and standard profit are envisaged in it. The check of the soundness of 
these prices should be made with allowance made for the assurance of the decrease 
of their level per unit of the final effective impact. 


Such a method of calculating the limit prices not only will ensure the continuity 
of the determination of the wholesale prices and the monitoring of the level of 
expenditures by stages of the development of new equipment, but will also make it 
possible already during its designing to establish the economic efficiency and the 
possible incentive markups for the stimulation of the developers of this equipment. 


Additional measures of the decrease of the product cost are also envisaged in the 
new method. A procedure, which stipulates that in case or a decrease of the 
materials-output and labor-output ratios as compared with a similar, previously 
produced product the entire difference inthe production cost (the saving) is taken 
into account in the price of the new product as an additional profit of the manu- 
facturing enterprise, was introduced starting this year. An incentive markup, the 
amount of which is increased by 1.5-fold, is established for products which corre- 
spond to or exceed the world level, that is, the markup can amount to up to two 
standards of the profitability, which have been established for the corresponding 
group of products. 
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The improvement of the designs of machines and equipment should become a basic di- 
rection of the assurance of the fulfillment of the assignments on the decrease of 
the rates of consumption of rolled ferrous metal products. In 1985 it is envisaged 
to decrease the rates of consumption of rolled ferrous metal products on the aver- 
age by 18-20 percent, and more than half of this decrease should be provided by the 
improvement of the designs of machines and equipment. The other factors, which en- 
sure the fulfillment of the assignments on the saving of rolled metal products, are 
connected with the improvement of the technology, the enlargement of the scale of 
production and the use of advanced materials, particularly rolled products of im- 
proved quality and economical shapes, plastics and other structural substitutes. 


[t should be noted that the establishment in the new price lists of the ratio of 
the prices for interchangeable types of products stimulates the production and con- 
sumption of more efficient and less critical types of raw materials, fuel, mate- 
rials and items. Thus, the lower level of the prices for sheet as compared with 
rolled sections is making it possible to expand the use in machine building of ad- 
vanced and economical technology. The optimum ratio of the prices of commercial 
and high quality rolled products, carbon and low-alloy steel has been established. 
The wholesale prices for plastics have been reduced. 


in machine building the bulk of the blanks for parts of machines are produced in 
foundries and forge and press shops. The saving of metal at these stages and the 
decrease of scrap mean the decrease of the consumption of scrap metal, pig iron and 
ferroalloys in case of the production of castings and, in the production of forge 
and press pieces, the decrease of the consumption of rolled metal products. Whole- 
sale price surcharges for the accuracy rating and the thinness of walls (from 10 to 
45 percent subject to the group of complexity of the castings) have been estab- 
lished for the stimulation of castings of increased precision. For the purpose of 
decreasing the weight of blanks when filling orders it is envisaged that the whole- 
sale price remains unchanged. At the same time penalty discounts of up to 25 per- 
cent of the wholesale prices for increasing the mass of blanks as compared with the 
theoretical mass (according to the drawing) are envisaged in the list of wholesale 
prices for castings, forged pieces and hot stampings. 


Machine building is one of the materials-consuming sectors of the national economy. 
The proportion of the material expenditures in the cost of machine building prod- 
ucts comes on the average to 70 percent and for a number of groups of items consid- 
erably more. Here the proportion of the material expenditures has considerable 
fluctuations even within the limits of similar products. Thus, in the production 
cost of machine tools the material expenditures range from 30 to 80 percent. 


In order to eliminate the interest of enterprises in the uneconomical replacement 

of materials and the use of expensive sets of equipment with excessive technical 

and economic parameters, which are not usable in a machine of this design, in the 
new price lists the profit in the wholesale prices for the products of machine 
building was calculated according to the standard of profitability, which was estab- 
lished as a percentage of the production cost less the material expenditures. In 
case of such a method the increase of the proportion of "extraneous" labor does not 
have an influence on the increase of the profit. At the same time the saving of 
material expenditures makes it possible to produce above-plan output and by means 

of this to obtain additional deductions for the economic stimulation funds. 





The adopted procedure of determining the profit in the wholesale price of specific 

items--as the ratio of the profit to the production cost less the cost of the used 

raw materials, materials, fuel, power, semimanufactures and components--ensures the 
interest of enterprises in the output of complex labor-consuming, but also more ef- 
ficient equipment, as well as spare parts, that is, products with a relatively low 

materials-output ratio. Moreover, these standards are diffierentiated by groups of 
products for the stimulation of progressive structural changes. 


The analysis of the new wholesale prices showed that the profit per ruble of wages 
with respect to spare parts for hoisting and transporting equipment is 1.5-fold 
greater than with respect to basic equipment, spare parts for crushing and grind- 
ing equipment--1.9-fold, spare parts for mining equipment--2.6-fold and spare parts 
for metallurgical equipment--1.7-fold. The ratios with respect to other groups of 
products are also similar. 


All the sectors of machine building have been changed over to the use in planning 
of the standard net output. With respect to this indicator the production of spare 
parts is also more profitable than the production of the corresponding equipment. 
The new indicator will promote the decrease of the materials-output ratio and the 
use of inexpensive materials and substitutes and commercial scrap, since the eco- 
nomic stimulation of enterprises does not depend on the gross output and the amount 
of used materials, semimanufactures and components. Moreover, if the wholesale 
price for finished products of equal quality, which are produced from full-value 
raw materials or with the use of waste products, is approved at one level, the 
standard of the net output for items made from waste products, as a rule, is higher. 
This is connected with the fact that when using waste products the materials-output 
ratio can increase in connection with the need for their additional processing, the 
irregularity of the blank and some change of the rates of consumption. 


At the November (1982) CPSU Central Committee Plenum General Secretary of the CPSU 
Central Committee Comrade Yu. V. Andropov noted: “Now the economy and assiduous 
treatment of national property are a matter of the practicability of our plans.” 
Along with other measures, the increase of the role of prices in the stimulation of 
the decrease of the materials-output ratio is aimed at the utmost economy of re- 
sources and the further increase of production efficiency. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Material'no-tekhnicheskoye snabzheniye”, 1983 
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FIXED PAYMENTS, PROFITABILITY IN ECONOMIC MECHANISM 
Kiev EKONOMIKA SOVETSKOY UKRAINY in Russian No 3, Mar 83 pp 64-69 


[Article by Candidate of Economic Sciences Docent R. Berezyuk and V. Galitskiy 
(Ternopol): "Fixed (Rent) Payments in the Socialist Economic Mecuanism"] 


{(Text] Such a change of the criteria of the evaluation of the activity of enter- 
prises, which would ensure the reflection of the actual contribution of labor col- 
lectives to the meeting of social needs, is one of the most important directions of 
the improvement of the economic mechanism, which are envisaged by the decree of the 
CPSU Central Committee and the USSR Council of Ministers of 12 July 1979. The 
practical implementation of this principle of the rearrangement of the economic 
mechanism is fully possible only on the basis of the further improvement of the 
mechanism of the regulation of the fluctuations of the intrasectorial profitability. 


The differentiation of the conditions of production in sectors is very significant, 
to which, for example, the data of Table 1, which were compiled in accordance with 
the consolidated reporting data of the Ukrobuv’prom Ukrainian Industrial Footwear 
Association for 1978, attest. A similar situation is also characteristic of other 
sectors of industry. 


Table 1 


Differentiation of Enterprises of the Ukrainian SSR Footwear Industry 
According to the Conditions and Results of Production 


Average value Highest value Minimum value 
of indicator of indicator of indicator 








Capital-labor ratio (rubles per 


worker during largest shift)... . 3382 7717 1534 
Electric power-worker ratio (kWh 

per man-hour) ....+++s¢+e-eee8-s 0.540 1.084 0.286 
Equipment shift coefficient... . 1.69 2.0 1.0 
Output-capital ratio (rubles)... 6.19 12.66 3.10 
Profitability (percent of produc- 

tive capital) ..«-c«csercvreces 49.20 124.20 11.54 
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The situation does not change, even if the set of objects being analyzed is Lim- 
ited to the largest enterprises. Thus, the ratio of the extreme levels of the 
average annual output of steel per worker, for the nine largest metallurgical en- 
terprises of the country comes to 1: 3.1.’ The variety of indicators gives rise to 
substantial difficulties in the planning, evaluation and stimulation of the activ- 
ity of similar enterprises and in the regulation of the cost accounting profitabil- 
ity. Let us note that the level of the profitability in the cenent sect gr alone 
(without unprofitable enterprises) fluctuates within the range of 1: 30. 


Fixed (rent) payments have been used since 1966 for the regulation of the intra- 
sectorial profitability and the weakening of the influence on the results of manaze- 
ment of the factors which do not depend on the activity of production collectives. 
However, so far they have not received extensive dissemination. Moreover, their 
proportion in the revenues of the state budget has steadily decreased. This does 
not at all mean that the objective prerequisites, which cause the need for economic 
levers of the regulation of the intra “ctorfal profitability, have begun to disap- 
pear. The use of fixed (rent) payments was checked by the fact that in the eco- 
nomic mechanism, which was in effect, the procedure of determining the immediate 
payers had not yet been adequately set up. There was practically no possibility 

to establish, to what extent the extra profit is a result of the economic activ- 
ity of the production collective and to what extent it was obtained because the 
enterprise had been placed by society undir more advantageous conditions of manage- 
ment. Therefore, difficulties arose for the organs of the USSR Ministry of Finance 
in the determination of the group of mandatory payers and the amounts of the fixed 
(rent) payments. The limitation of the sphere of use of the payments was also due 
to the fact that in a number of sectors of the extractive industry a decrease of 
the profitability had occurred over a number of preceding years. For example, in 
the petroleum industry in connection with the change ox the regions of production 
such a decrease of it was observed that ‘i 1979 the need arose for the temporary 
halt of the collective of rent paymerts. 


The inadequate development of fixed payments in light industry stems from the fact 
that the turnover tax is being used extensively for the withdrawal of the net in- 
come which is obtained by the enterprises for reasons which do not depend on their 
activity. However, the turnover tax, in accordance with its economic purpose, is 
called upon to accomplish the redistribution of the net income, primarily between 
sectors. If it is used for the regulation of the intrasectorial profitability, 
this not only decreases the amount of the fixed payments, but is also responsible 
for the movement of the extra profit through channels which are at variance with 
its economic nature. In such a case the stimulating role of fixed payments de- 
clines and, consequently, the possibility of their more extensive dissemination 

is hindered. 





The increase of the role and the broadening of the sphere of use of fixed (rent) 
payments areenvisaged by the decree of the CPSU Central Committee and the USSR 
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1. See EKONOMIKA I ORGANIZATSIYA FPROMYSHLENNOCO PROIZVODSTVA, No 12, 1979, p 40. 


2. See M. V. Kovina, V. I. Maydanchik, "Vnutriotraslevoy analiz effektivnosti 
raboty predpriyatiy i ob" yedineniy” [The Intrasectorial Analysis of the Effi- 
ciency of the Work of Enterprises and Associations], Moscow, 1977, p 25. 





Council of Ministers of 12 July 1979. This is due to the fact that the intrasec- 
torial tluctuations of the profitability are intensifying in the sectors of the 
processing industry. For example, in machine building the comparatively fast rate 
of decrease of the production cost of products with their assimilation and the cor- 
responding increase of the extra profit will no longer be able to be taken into 
account by means of the prices, since the wholesale prices are fixed during the en- 
tire 5-year pertod, Owing to this the fixed payments are becoming objectively nec- 
essary. The sphere of use of fixed (rent) payments is also being broadened in the 
sectors of the extractive industry, since the revision of the wholesale prices for 
their products will provide a significant increase of the profitability and, conse- 
quently, will increase the urgency of the problem of its intrasectorial regulation. 


But the broadening of the sphere of use of fixed (rent) payments will require the 
improvement of the method of their calculation, since the prevailing means of cal- 
culation and withdrawal have a large number of shortcomings. First, the establish- 
ment of fixed payments in constant amounts or as a percentage of the profit does not 
stimulate the enterprises, which have comparatively favorable conditions of manage- 
ment, to use the available resources completely. Second, in the extractive sectors 
of industry, where the rent payments are calculated on the basis of the extracted 
ind sold products, there are no stimuli of the complete and efficient use of miner- 
il resources. The need tor the complete, efficient use of the production potential 
wio stressed at the 26th CPSU Congress. This pertains to all types of resources, 
including petroleum, At present the petroleum recovery ratio on the average for the 
country fluctuates within the range of 30-50 percent, although given the present pro- 
duction technology this percentage can be increased to 90.” Third, the understated 
standards of the payments or their complete absence cause the completely groundless 
overstatement of the estimated profitability, as a result of which with respect to 
miny enterprises and even entire sectors the principle of labor equivalence is be- 
ing violated. 


in order to increase in the new economic mechanism the efficiency of the use of 
fixed payments, the procedure of their calculation should be changed. The amounts 
of the payments should be established not on the basis of the results of production, 
for example, the profit, but subject to the objective conditions of the production 
and sale of products. 


in economic literature the question of the need for such a changeover was raised 
backed in the 1960's, but has now acquired particular urgency.4 This is in keeping 
with the general nature of the rearrangement of the economic mechanism during the 
years of the llth Five-Year Plan. Thus, the need to increase the scientific level 
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3. See N. K. Baybakov, “A Task of National Economic Importance," NEFTYANOYE 
KHOZYAYSTVO, No 7, 1974, pp 5-6. 


4. See S. G. Strumilin, "On the Price of the ‘Free Good Things’ of Nature," VOPROSY 
EKONOMIKI, No 3, 1968; T. S. Khachaturov, "On the Economic Evaluation of Natu-~ 
ral Resources," VOPROSY EKONOMIKI, No 1, 1969; D. A. Allakhverdyan, "Finansovo- 
kreditnyy mekhanizm razvitogo sotsializma" [The Financial and Credit Mechanism 
of Mature Socialism], Moscow, "Finansy", 1976, pp 205-206; A. Bozhedomov, 

"Fixed Rent Payments in the Petroleum Industry," VOPROSY EKONOMIKI, No 1, 1980. 
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of planning was responsible for the taking of a number of steps on the increase of 
the strenuousness of the plan assiy ments. The plan, which not only ensures the 
fulflilment of the set assignments, but is also ortented toward the efficient use 
at the standard level of material, manpower and financial resources, is considered 
strenuous, In other words, the accurate consideration of all the aspects, which 
characterize the spectf{ic conditions of the application of labor at an enterprise, 
is becoming quite necessary. The improvement of the system of material stimulation 
is also being carried out in this direction. For under the conditions when the 
system of stimulation 1s made dependent on the end results of the cost accounting 
activity of production collectives, it is hardly advisable to evaluate the work of 
the enterprise according to the achieved indicator of the profit without regard for 
the factors which do and do not depend on the collectives. 


it should be emphasized that in the process of rearranging the economic mechanism 
not only does the need to change over to a new procedure of calculating the fixed 
payments increase, but the possibility of changing over is also made easier. For 
the difficulty of determining the payments on the basis of the consideration of the 
objectively formed differences of the technical equipment of enterprises, natural 
conditions, the distances of deliveries of finished products, raw materials, mate- 
rials and 6o on was posed against it as a decisive argument. 


for example, the creation of a untfled system of technical and economic norms and 
ttandards, owing to which it will be possible, with a sufficient level of accuracy, 
to give «a quantitative appraisal of the objective conditions of management at the 
enterprise a6 compared to the indicators achieved by the sector as a whole, is en- 
visayed. Organitzationally the changeover has been facilitated by the measures be- 
ing Implemented on the certification of production associations and enterprises. 
lhe data necessary for the calculation of the fixed payments can be listed in the 
passport, in addition to the information on the availability and use of the produc- 
tion capacittles, the organizational and technical level, the specialization of pro- 
duction and so forth, In order to substantiate the calculation of the proportion 

the fixed payments from the extra profit, to which the effect of each factor 
yave vlee, the nature and degree of their influence on the level of the profitabil- 
ity of production should be established. 


in the processing Industry the intrasectorial variations of the profitability are 


due, to a elyniftleant extent, to the effect of the factor of the technical equip- 

ment of production. It should be borne in mind that the effect of the measures of 
the retooling of production on the indicator of the profitability cannot be deter- 
mined unequivocally. It 1# mediated by a number of circumstances of the organiza- 


tion of production, labor and so forth, as a result of which not only the decrease 
of the production cost, but also the maintenance without changes for a certain time 
of the production cost of an Litem and even its temporary increase, until the com- 

vlete assimilation of the production capacities being newly put into operation, are 


possible. In case of an unchanged level of the wholesale price the production cost 
proves to be the only vartable of the level of the profitability of items. 


dhereas the absolute amount of expenditures per unit of output is not able to re- 
‘lect any effect and the direct effect of the factor of the technical equipment of 
production, the indfeator of the structure of expenditures meets these requirements. 
ihe increase in the production cost of the proportion of the expenditures of em- 
bodted labor and the corresponding decrease of the proportion of the expenditures 
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ot living labor are a direct consequence of the increase of the technical equipment 
of production. One of the specific forms of the effect of the economic law of the 
steady increase of labor productivity is manifested in this way. 


fhe method of determining that portion of the extra profit, which is due to the 
effect of the factor of the technical equipment of production, is also based on the 
consideration of the changes in the structure of the production cost. First of all 
it is necessary to modify the formula of the profitability of the production of a 
unit of output so that with the retention of all its qualitative and quantitative 
parameters it would be able to reflect the changes of the structure of the produc- 
tion cost. For this let us represent the indicator of the production cost in the 
denominator of the formula as the sum of the expenditures of embodied and living 
labor. Such a modification at present does not cause practical difficulties. The 
expenditures of living labor in the production cost of a unit of items (V) can be 
defined as the wages of the industrial personnel engaged directly in production 
with the deductions for social insurance. The method of calculating this amount is 
envisaged by the instructions which were drawn up in conformity with the decree of 
the CPSU Central Committee and the USSR Council of Ministers of 12 July 1979.° 


the expenditures of embodied labor (C) are equal to the Gif fesence of the produc- 
tion cost and the amount of the expenditures of living labor.” The formula of the 
profitability (P") of a unit of an item, in this case, assumes the form: 





Pp’ = -X 100, 


P 
C+V 
where P is the profit obtained from the production of a specific type of items. 


it is advisable, in our opinion, to take the production cost of a unit of items 
not according to its full amount, but to confine ourselves to the production cost 
price. The point is that the fluctuations of the amount of the extraproduction 
expenditures, which reflect the changes in the conditions of circulation, can dis- 
tort the results of the effect of the retooling of production on the ratio of the 
expenditures of embodied and living labor in the production cost of a unit of 
output. 


[f the numerator and denominator of the obtained formula are divided by the same 
value, which is equal to V, it will have the following form: 


C 
7 y +1 
5. "Sovershenstvovaniye khozyaystvennogo mekhanizma. Sbornik dokumentov” [The Im- 
provement of the Economic Mechanism. A Collection of Documents], Moscow, Iz- 


datel'stvo "Pravda", 1980, pp 70-71. 





6. In the new economic mechanism when calculating the profitability of a unit of 
output it is envisaged to take into account the production cost of an item with- 
out the direct macerial expenditures, therefore their amount is not included 
in the proportion of the expenditures of embodied labor of the production cost 
of the item. 
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where the indicator of the structure of embodied and living labor in the production 
cost of a unit of output appears as one of the variables. As a result of the in- 
crease of the level of the technical equipment of production the expenditures of 
embodied and living labor increase. Consequently in the ratio P/V of the formula of 
the profitability a smaller amount of the surplus product should correspond to the 
decreased value of V. However, this change is not recorded on the surface of phe- 
nomena. It is impossible to take it into account either on the basis of the calcu- 
lations of the profitability according to the conventional formula or on the basis 
of the one proposed by us. The whole point is that the changes of the wholesale 
price lag. Therefore in the value of P a certain proportion of the profit acquires 
the nature of an extra profit, which is due to the factor of the increase of the 
level of the technical equipment of production. It is possible to take it into ac- 
count only if in the ratio P/V of the formula proposed by us the expenditures of 
living labor are taken according to a hypothetical value. This value is calculated 
on the basis of the level of the production cost of a unit of output after the in- 
troduction of the new equipment, but subject to the structure of the expenditures 
of embodied and living labor prior to tntroduction (Vo). 


On this basis it 1s possible to calculate the hypothetical profitability of a spe- 
cifie type of items, in which the effect of the factor of the technical equipment 
of production is eliminated. The hypothetical profitability of the production of a 
specific type of items (PY) is determined in the following manner: 


} a 
Y 
P= —5-—— 100, 
=o 4 } 
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where V; is the value of the expenditures of living labor in the production cost of 
a unit of output after the introduction of new equipment. 


if the actual profitability includes the results of the effect of all factors, in- 
cluding the changes of the level of the technical equipment of production, while the 
hypothetical profitability includes the effect of all factors with the exception of 
the changes of the level of the technical equipment of production, the difference of 
their values will show the increase of the profitability of the production of a spe- 
cific type of items, which was due to the effect of only the factor in question. 


fhe calculation of the absolute increase of the profit per unit of output (AP), 
which was due to the increase of the technical equipment of production, is possible 
on this basis: 
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where S is the production cost of a unit of the item after the introduction of the 
new equipment. 


As a result of simplifications of the obtained equation, the formula acquires the 
torm: 


BP P(lec 
P=P(l-7). 





by using it, it is possible to determine the extra profit per unit of output, the 
obtaining of which was due to the increase of the technical level of production. 
Let us show this using a hypothetical example (see Table 2). 


Table 2 


Calculation of the Increase of the Profit Per Unit of Output as a Result of 
the Increase of the Technical Equipment of Production (Rubles) 
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it should be noted that the invariability of the wholesale price of the output be- 
ing produced is a mandatory condition of the calculation of the increase of the 
profit according to the proposed formula. This condition is met, since in the new 
economic mechanism the wholesale prices remain constant over the entire 5-year 
period. 


The proportion of the profit, which was due to the factor of the technical equip- 
ment of production, is becoming the basis of the calculation of one of the 
structural components of the fixed payments. Here it should be borne in mind that 
the increase of the technical equipment of production can be accomplished not only 
by sources which do not depend on the enterprises (centralized capital invest- 
ments), but also by the collective’s own efforts (the production development fund, 
bank credits), therefore only a portion of the extra profit is to be withdrawn. 

If it possible to determine it, if the obtained increase of the profit is taken 
with allowance made for the proportion of the centralized capital investments in 
the total annual amount. 


Along with the factor examined above, the factor of the differences of natural con- 
ditions is a factor of the intrasectorial differentiation of the net income. It 
manifests itself most vividly in the extractive sectors of industry. In order to 
realize with respect to it the “resource” principle of the calculation of fixed 
(rent) payments, payments should be collected not per unit of the sold output, but 
per unit of natural resources. "This will increase the interest of enterprises in 
the maximum utilization of resources, since otherwise the profitability will in- 
evitably decrease and the product cost will increase."/ 


The commercial reserves of ore, coal, gas and petroleum per hectare of area can be 
specific indicators of a unit of natural resources. In this respect the experience 
of collecting rent payments in the timber industry is very useful. According to 
the Statute on Fixed Payments to the Budget for the enterprise of this sector the 
rent payments are calculated on the basis of a cubic meter of timber of the esti- 
mated felling area, and not on the basis of a cubic meter of felled timber. 


However, the commercial reserves of natural resources per hectare of area are not 
the only factor of the intrasectorial differentiation of their natural productiv- 
ity. For example, petroleum deposits can differ substantially by "their structure, 
the area of spread, the thickness and number of levels of the beds, the amounts 
and saturation of the rock with petroleum, the pressure in the formations, their 
rate of water encroachment, the specific gravity of the petroleum and so on."8 In 
other sectors there are their own specific peculiarities, but all of them, in the 
end, are reflected in the level of the individual production costs. Therefore it 
is considered expedient to collect the fixed (rent) payments per ton of the commer- 
clal reserves of natural resources, which are in the ground, but with the mandatory 
consideration of the cost of extraction at each deposit .9 
7, D. A. Allakhverdyan, “Finansovo-kreditnyy mekhanizm razvitogo sotsializma,” 
p 206. 





8. <A. Bozhedomov, “Fixed Rent Payments,” VOPROSY FKONOMIKI, No 1, 1980, p 130. 


9. Ibid., p 131. 








The objectively formed differences in the distribution of production with respect 
to the sources of raw materials and the consumers of the finished product are an- 
other ftactor of the Iintrasectorial differentiation of the results of economic ac- 
tivity. In some sectors the influence of this factor is very appreciable. 


The determination of the group of enterprises with especially favorable conditions 
of the deliveries of raw materials, basic materials and purchased semimanufac-~- 
tures and, hence, the payers of the fixed payments is possible on the basis of the 
comparison of the individual and average sectorial norms of the transportation re- 
serve. The average is an expression of the typicalness of the sectorial norm of 
the transportation reserve. If the individual norm is less than the average sec- 
torial norm, this attests to the favorability of the conditions of deliveries of 
the means of production, which the enterprise needs. The average characterizes the 
entire array of data, a portion of which can deviate substantially from it. There- 
fore, for the establishment of the quantitative parameters of especially favorable 
conditions it is necessary to compare the individual norm of the transportation re- 
serve with the average for the sector with allowance made for the standard devia-~ 
tion. If, for example, the average sectorial value of the norm of the transporta- 
tion reserve comes to 5 days, while the standard deviation comes to 20 percent, the 
enterprises, which have an individual value of the norm of the transportation re- 
serve of less than 4 days, are grouped with the payers of the fixed payments. 


The standards of the payments can he established subject to the degree of deviation 
of the norm of the transportation reserve from its maximum value--the average sec- 
torial value with allowance made for the standard deviation. 


fhe intrasectorial differencee in the distribution of production with respect to 
consumers affect the end results of the management of the supply enterprises, if 
they themselves bear the expenses on the delivery of the finished product to the 
consumer. This occurs when the sale of products is carried out at wholesale prices 
free at the station of destination (free on rail at the station of destination, 
free at the warehouse of the consumer). The transportation costs are included in 
the wholesale price in accordance with an average value, therefore the supply enter- 
prises, for which especially favorable conditions of deliveries have formed, obtain 
an extra profit which Is independent of their activity. It should be withdrawn for 
the state budget by means of fixed payments. It ig possible to establish their 
standards subject to the degree of deviation of the individual transportation costs 
(per unit of output) and their average value, which was included in the wholesale 
price. 


The possibility of the further specification of the “resource” principle of the cal- 
culation of the fixed (rent) payments is not excluded, of course, if other factors 
of the intrasectorial differentiation of the objective conditions of the applica- 
tion of labor, which were not examined here, are taken inte account. The main 

thing consists in the fact that the economic content of the category "fixed pay- 
ments” is fully realized and the possibility of developing a lever of the regula- 
tion of the cost accounting profitability, which is equal to the new economic 
mechanism, is ensured only on the basis of the "resource" approach. 


COPYRIGHT: Izdatel'stvo “Radyans'ka Ukrayina", "Ekonomika Sovetskoy Ukrainy", 1983 


7807 
CSO: 1820/156 


58 








INVESTMENT, PRICES, BUDGET AND FINANCE 


TURNOVER TAX EXAMINED 
Kiev EKONOMIKA SOVETSKOY UKRAINY in Russian No 3, Mar 83 pp 69-72 


[Article by Doctor of Economic Sciences M. Alekseyenko (Ternopol): "On the Turn- 
over ‘‘ax"| 


[Text] In the economic policy of the Communist Party and the Soviet Government 
the yroblem of the increase of monetary accumulations and their efficient use in 
the interests of socialist society has always held a central place. It is espe- 
clally urgent at the present stage of the building of communism, when the expendi- 
tures of the state on the financing of the national economy, sociocultural and 
other measures are steadily increasing. 


During the 10th Five-Year Plan 2 trillion rubles of financial resources were mobil- 
ized, which is nearly equal to their total during the preceding 10 years. As a re- 
sult of the broadening of the scale and the increase of the efficiency of social 
production the total amount of financial resources increased during the 10th Five- 
Year Plan (as compared with the 9th Five-Year Plan) by nearly 36 percent. The 

main source of these rescurces is the monetary accumulations of the national econ- 
omy, which appear in two basic forms: the turnover tax and the profit. 


The socialist economic system creates favorable conditions for the continuous and 
rapid increase of monetary accumulationg in the USSR national economy. During 
1965-1981 they increased from 83.3 billion rubles to 249.7 billion rubles (or by 
threefold), including the turnover tax from 38,7 billion rubles to 100.4 billion 
rubles (or by 2.6-fold).1 This was achieved by means of the increase of the pro- 
duction volumes, the increase of the productivity of national labor, the improve- 
ment of product quality and the decrease of the product cost. 


In conformity with the decree of the CPSU Central Committee and the USSR Council of 
Ministers “On Improving Planning and Strengthening the Influence of the Economic 
Mechanism on Increasing Production Efficiency and Work Quality” (1979), during the 
llth Five-Year Plan it is envisaged to implement a number of measures on the fur- 
ther improvement of the system of payments to the state budget for the purpose of 
increasing their influence onthe effectiveness of social production. 


—— woe wer wr Hr or Oe eer ae ow 


1. See "“Narodnoye khozyaystvo SSSR. 1922-1982. Yubileynyy statisticheskiy yezhe- 
godnik" [The USSR National Economy. 1922-1982. An Anniversary Statistical 
Yearbook], Moscow, “Finansy 1 statistika”, 1982, p 549. 
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fhe turnover tax is an important economic lever and the most stable source of reve- 
nues of the USSR State Budget. It {s a proportion of the monetary accumulations, 
witch ts firmly fixed in the price of a commodity and is transferred to the central- 
ized fund of financial resources of the country in the process of its sale. 


in contrast to the profit of production associations and enterprises, a significant 
portion of which is used for their own needs, the turnover tax, as a rule, is 
placed in full directly at the disposal of the state. This is very important for 
the timely backing with the necessary capital of the measures, which are financed 
from the state budget and are aimed at the expansion and improvement of production, 
the increase of the material and cultural levels of the life of the Soviet people, 
the strengthening of the defensive capability of the country and other goals. 


In its economic nature the turnover tax does not differ from the profit. Like the 
protit, it is a part of the monetary accumulations which are created at socialist 
enterprises, therefore the state has the opportunity to manage freely when distri- 
buting them. With the decrease of the turnover tax rates or its complete aboli- 
tion for some items or others the profitability of their production increases. If 
as 4 result of the decrease of the production cost of the output being produced or 
an increase of the wholesale prices for it the profit exceeds the optimum amounts, 
it is possible to convert a portion of it into the turnover tax by means of the in- 
crease or the establishment (1f these goods were previously not taxed) of its rates. 


in the USSR State Budget for 1983 the turnover tax receipts are envisaged in the 
amount of 104 billion rubles, which comes to 29.4 percent of all the revenues. 


The realization of the bulk of the monetary accumulations in the sphere of physi- 
cal production (particularly in industry) creates the need for the timely with- 
drawal of a portion of these accumulations for the re. nue of the budget in order 
not to permit the excessively great profitability of production associations and 
enterprises, which leads to the weakening of cost accounting. 


The withdrawal for the revenue of the state budget of a portion of the monetary ac- 
cumulations in the form of the turnover tax makes it possible to redistribute 

these accumulations among the enterprises and sectors of industry, within sectors 
and among the individual economic regions of the country, as well as to regulate 
the level of the cost accounting profitability of individual items, enterprises, 
associations and sectors of industry. 


Practical experience shows that the need has arisen for the significant increase 
of the effectiveness of the turnover tax as an important economic lever. In our 
opinion, it should be linked more closely with the prevailing system of the eco- 
nomic stimulation of production as a stimulant of the mobilization of the internal 
economic reserves of the increase of the production of output, the increase of its 
quality and the decrease of the production cost. 


Some measures have already been implemented in this direction in recent years. In 
particular, for the purpose of stimulating the increase of the production of con- 
sumer goods enterprises have been granted the right in case of the inadequacy of 
the assets of the production development fund to allocate up to 50 percent of the 
turnover tax from the sale of the additionally produced consumer goods for the re- 
payment of the bank credits received for the expansion of their production. 
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[t should be noted that enterprises are using this right inadequately: thus, in 
1961 in the Ukraine 15.8 billion rubles in turnover tax were paid to the revenue 
of the state budget, while only 5.6 million rubles (or 0.03 percent) were used for 
the repayment of loans of the State Bank, which were obtained for the increase of 
the production of consumer goods, 4 The use of a portion of the turnover tax for 
the repayment of bank credit promotes the increase of the interest of enterprises 
in the increase of the production of consumer goods and, consequently, the monetary 
accumulations. The socialist state is the owner of the entire net income created 
at state enterprises, and therefore is also interested in such a distribution of 
it, which would promote to the utmost the increase of the efficiency of social 
production. Incidentally, credit is also a centralized source of the financial 
resources of the state and is used for covering the expenditures on the expansion 
of the production of consumer goods, 


At the 26th CPSU Congress it was stressed that the rapid increase of the production 
of consumer goods is a task of paramount economic and political importance. 


furnover tax breaks act as an effective economic stimulus of the increase of the 
production of consumer goods: the complete or partial exemption of individual en- 
terprises and the turnovers on the sale of many types of goods from the payment of 
the tax. Thus, the newly organized enterprises of state industry of rayon, city, 
oblast, kray and republic (ASSR) subordination, which produce consumer goods from 
local raw materials and waste products, are exempt from the payment to the budget 
of the turnover tax for 2 years after their placement into operation. This privi- 
lege also applies to the newly created enterprises of consumer cooperatives and 
several others. 


The temporary exemption from the payment of the tax of the receipts from the sale 

of these goods is very important for enterprises, since in this case they have the 
opportunity not only to offset the additional expenditures connected with the as- 

similation of the production of new items, but also to receive a larger profit, a 

significant portion of which will be used for the further expansion of production 

and the material stimulation of the workers. 


In our opinion, for the increase of the material interest of the collectives of 
enterprises in the extensive and efficient use of noncritical local raw materials 
for the production of consumer goods factories, plants and associations should be 
yranted certain turnover tax breaks also after the lapse of 2 years after their 
placement into operation. In particular, when approving the turnover tax rates it 
is expedient to ensure a greater (by approximately 3-5 percent) profitability of 
the production of these goods as compared with anaiogous goods which are made from 
centrally allocated raw materials. The implementation of this proposal would pro- 
mote the increase of that portion of the profit, which is left at the disposal of 
the economy and is used for the expansion of the production of consumer goods and 
the material stimulation of workers. 


Practical experience shows that the question of the granting to enterprises of 
valid reductions on the established turnover tax rates is not being settled in 
yood time in all instances when the production of individual items is unprofitable 





or has 4 low profitability. This has the result that some enterprises strive to 
remove such items from production or to decrease their output significantly. 


The turnover tax as an economic tool can be an important stimulus of the develop- 
ment of production and the increase of its efficiency only on the condition of 
the establishment of the rates of the tax for individual goods and groups of simi- 
iar goods in amounts which would ensure the normal profitability of production 
(15-20 percent). The timely revision of these rates will promote the increase of 
the production of industrial output--the basis of the increase of the monetary ac- 
cumulations of the national economy. 


At present the production associations and enterprises, at which people with physi- 
cal handicaps (deaf mutes, the blind) work, are fully or partially exempt from the 
payment ot the turnover tax on the sale of products of their own making. Benefits 
are yranted to some of them only on the condition of the enlistment of full-fledged 
manpower in an amount which does not exceed the norms set by the legislation of the 
corresponding union republic. These measures are stimulating the attraction to the 
sphere of physical production of workers who have physical handicaps, which is im- 
portant under the present conditions of the shortage in the national economy of our 


ountry of manpower resources. 

it is also necessary to elaborate additional measures on the more complete enlist- 
ment of retirees in labor in various spheres of social production. Since the la- 
bor of retirees, as a rule, is less productive than the labor of people of able- 


bodied age, it is expedient to grant certain benefits to the associations and en- 
terprises which use their labor on large scales. Thus, if the turnover tax is im- 
posed on the output being produced, in our opinion, it is necessary to decrease 
its rates subject to the proportion of the working retirees in the total number of 
workers of the association, factory, plant. As a result the profit will increase 
and the turnover tax will accordingly decrease. 


The optimum combination of the personal interests of retirees (the granting to them 
of a number of privileges in accordance with prevailing legislation) with the in- 
terests of the associations and enterprises, at which they work, will promote the 
increase of the production of industrial output, the increase of monetary accumula- 
tions and the more complete meeting of the needs of the Soviet people. 


it should be noted that in all the European ccuntries of the socialist community 
the turnover tax is a most important source of the revenues of their budgets. The 
processes, which are occurring in the economy of these countries in connection with 
the improvement of planning, the system of stimulation and management, are also 
having an influence on the principles of the collection of the turnover tax. The 
tendency to change the turnover tax from a purely fiscal payment into a tool of the 
stimulation of the development of production hgs been noted at this time. 


The practical experience of using the turnover tax in Hungary merits attention. 
The rates of this payment increase when it is necessary to limit or halt the pro- 
duction of obsolete products. The advantage of the use of higher rates of the 
turnover tax on obsolete products consists in the fact that their production be- 
comes in this case unprofitable at the same time for both the producer and the 
consumer. 





The turnover tax can be used for this purpose only when it is calculated as a per- 
centage of the turnover in retail prices (less the trade discounts) or in fixed 
amounts from each unit of the item. in our country the method of calculating this 
payment as the difference between the retail price of the item (less the trade and 
marketing discounts) and the wholesale price of the enterprise for it is dominant. 
Here the turnover tax does not influence the profitability of production. It is 
used, in essence, only for the withdrawal for the revenue of the state budget of a 
certain portion of the net income which has been created in the socialist economy. 


In recent years the tendency to replace the practice of levying the turnover tax in 
the form of the ¢ifference in prices with its withdrawal according to precentage 
rates has been observed in the economy of several European countries of the social- 
ist community. Thus, in the CSSR goods, the tax on which is levied according to 
percentage rates, account for nearly half of the entire amount of the turnover tax, 
which is paid to the state budget. 


in our opinion, the changeover from the calculation of the turnover tax as the dif- 
ference in prices to its withdrawal according to percentage rates merits attention. 
it is possible to predict in advance the objections on the part of some economists, 
their references to the difficulty of withdrawing this payment for the budget ac- 
ording to percentage rates. Indeed, if only commodity-by-commodity tax rates are 
used, the interrelations of enterprises with the state budget will be complicated. 
therefore group rates of it should also be used. 


fhe main task is for the turnover tax, along with its basic function--the assurance 
of the formation of the revenue portion of the budget, which it has been success- 
fully performing for more than 50 years now--to stimulate the increase of the ef- 
ficiency of social production. 


In recent years the level of profitability of individual sectors of industry has 
increased substantizlly: thus, in the gas industry it increased from 9.3 percent 
(in 1965) to 15.2 percent (in 1980), while in the oil drilling industry it in- 
reased accordingly from 5.7 to 8.6 percent. Here in every sector a significant 
portion of the enterprises have a profitability which exceeds by two- to threefold 
the average sectorial profitability. 


The increase of the profitability of production in case of constant wholesale 
prices of industry leads toa change of the structure of these prices and to the 
increase of the proportion in them of the monetary accumulations. As a result of 
the absolute and relative increase of the profit the structure of the monetary ac- 
cumulations also changes: the proportion of the turnover tax decreases and the pro- 
portion of the profit increases. 


it is expedient, in our opinion, to broaden the sphere of use of the turnover tax, 
without confining it for the most part to the framework of subdivision II of so- 
cial production. In this case all the associations and enterprises (including of 
heavy industry), which have a great profitability, should be the payers of the 
turnover tax. 


Practical experience has shown that the economic stimulation of associations and 
enterprises is not connected with the fulfillment by them of the plan assignments 
on the turnover tax. They are interested in the increase of the profit and the 


63 








fulfillment of the plan precisely in accordance with this directive indicator, be- 
cause the amounts of the deductions for the economic stimulation funds and for the 
covering of other expenses, which are envisaged by the financial plans of the enter- 
prises and associations, depend on its fulfillment and exceeding. 





there is no such interest in the fulfillment of the plan on the turnover tax. Thus, 
in 1960 six industrial enterprises of Ternopol Oblast did not fulfill the plan as- 
signment with respect to this indicator, while they all exceeded the assignments 

on the protit. The Ternopol Podolyanka Leather Goods and Haberdashery Factory, for 
example, fulfilled the plan on the profit by 114.3 percent and on the turnover tax 
by /0.5 percent. Im all 202,000 rubles less of the turnover tax were paid to the 
State budget than was planned. 





Not only production associations and industrial enterprises, but also wholesale 
marketing organizations of industry, supply and marketing organizations, special- 
ized wholesale organizations of the ministries of trade of the union republics, as 
well as other organizations, which operate on the basis of cost accounting and have 
an independent balance sheet and a current account at the oank, are the payers of 
the turnover tax. 


‘he procedure of withdrawing for the revenue of the state budget of a significant 
portion of the turnover tax is not directly connected with the indicators of the 
financial and economic activity of the associations and enterprises of a number of 
sectors of industry (textile, sugar and others), because not only the producers of 
products, but also wholesale marketing and supply and marketing organizations pay 
it to the centralized fund of financial resources of the country. In this connec- 
tion the production associations and industrial enterprises, in essence, do not 
bear either material or moral responsibility for the fulfillment of the plan on the 
turnover tax. 


For the increase of their responsibility for the fulfillment of the plan assign- 
ments with respect to this indicator it is expedient to evaluate the results of the 
work of factories, plants and associations, which are the payers of the turnover 
tax, with allowance made for the fulfillment of the plan on all monetary accumula- 
tions, and not only on the profit, which is one of the components of the net income. 





fhe further improvement of the prevailing procedure of calculating and using the 
turnover tax will promote the increase of its role in the economic mechanism of 
the country as an important tool of the active influencing of the increase of the 
efficiency of social production. 


COPYRIGHT: Izdatel'stvo "Radyans'ka Ukrayina", "Ekonomika Sovetskoy Ukrainy”, 1983 
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INVESTMENT, PRICES, BUDCET AND FINANCE 


IMPROVING INDICES MEASURING RENEWAL OF FIXED PRODUCTIVE CAPITAL 
Moscow VESTNIK STATISTIKI in Russian No 3, Mar 83 pp 47-49 


[Article by A. Gerasimenko, Kiev: "On the Question of Improving the Indicators 
of the Process of the Renewal of Fixed Capital") 


[Text] At the present time, economic literature distinguishes between indices 
measuring the state and indices measuring the use of fixed productive capital 
(OPF). The renewal of OPF is characterized, as a rule, by coefficients of re- 
newal and removal. Sometimes investigators also utilize the coefficient of in- 
tensive renewal, which is calculated as the ratio of the coefficient of removal 
to the coefficient of renewal. Moreover, all of these indices are included as 
a component of the group of indices of the state of OPF.* 


According to the methodology of the USSR Central Statistical Administra- 
tion, the coefficient of renewal is determined by the ratio of the annual sum 
of the introduction of OPF to its presence at the end of the year, the coef- 
ficient of removal--by the ratio of the annual sum of the removal of OPF to 
its presence at the beginning of the year. 


In our view, the methodology being used has important shortcomings. for 
example, it is incomprehensible what the relationship of the coefficient of 
intensive renewal and intensification consists of. If, as one can judge from 
the views of some economists, the factor of intensive renewal of OPF being 
characterized by the given coefficient is understood to mean the part of the 
newly introduced assets which go to replace those that have been removed, such 
a designation of the given coefficient can hardly be acknowledged as justi- 
fied. It is well known that ". . .the intensity of newly introduced assets 
is determined not by whether they go for the expansion or the replacement of 
the production apparatus, but by the extent to which they increase the pro- 
ductivity of social labor”.** 





*See, for example, L. L. Terekhov, S. P. Sidnev, "Effektivnost’ osnovnykh 
fondov predpriyatiy” [The Efficiency of the Fixed Capital of Enterprises], 
Kiev, Vishcha shkola, 1978, pp 41-44. 

*kYu. V. Kurenko, D. M. Palterovich, “Tekhnicheskiy progress i optimal’ noye 
obnovleniye proizvodstvennogo apparata” [Technical Progress and the Optimal 
Renewal of the Production Apparatus], Moscow, Mysl', 1975, p 12. 
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Further. How competent in general is the use of the given coefficient for the 
characterization of the renewal of OPF. As has already been noted, in the cal- 
culations of the coefficient of renewal and the coefficient of removal, differ- 
ent bases are taken. This makes the essence of the coefficient of intensive 
renewal completely incomprehensible. 


As we see, it is necessary to improve the tools for the calculation and analy- 
sis of the process of the renewal of OPF, which is possible by means of ihe 
development of a system of indices of its renewal. Moreover, this syste must 
be theoretically and economically substantiated, and must not represent the 
totality of indices that have developed as the result of practical statistical 
and plan work. 


According to economic theory, the reproduction of OPF includes productive use, 
amortization and renewal. This must be the point of departure for the develop- 
ment of indices that reflect the reproduction of OPF in general, as well as its 
individual processes, in particular their renewal. 


The process of the renewal of OPF is characterized by the improvement of fixed 
productive capital in operation, which expresses itself in the replacement of 
obsolete and the expansion of operating capital through the introduction of ad- 
ditional means of labor. In mathematical form, this may be expressed as fol- 
lows: 


Foon * Fnach ~ Puy Fnov, 


where Fy. is the value of OPF at the end of the period; F...4 is the value of 


OPF at the beginning of the period; Fy... is the value of OPF removed in the 
course of the period, Fo, is the value of OPF newly introduced into operation 
in the course of the period. 


Thus, a system of six indices may be used for the calculation and analysis of 
the process of the renewal of OPF: 


1. The coefficient of the novelty of OPF K nov = {" ; Fron? 


Vv 
2. The coefficient of the scale of measures to renew the OPF Knassh . Fnoy : 
Faach? 
3. The coefficien of the preservation of OPF K... = (Foo. - Puyb? + Poach? 
4. The coefficie t of the renewal of OPF ie Fay ; Puy? 


5. The coefficixznt of the removal of OPF Kyyb yb ; Faas 


6. The index of the volume of OPF I¢ = F $ 7 
kon nach 


The coefficients being proposed represent a system of interdependent indices 
(as is easy to notice, K F | Ban =K % , b * 1-K ). 
The coefficient of the a ae makes eB ssigte So Wibectibses in 
newal from the point of view of the novelty at the end of the period under re- 
view. At the present time, the coefficient of the renewal of OPF is defined as 
the ratio of the value of newly introduced assets to the value of assets avail- 
able at the end of the period. This is not entirely correct: Renewal is the 
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replacement of the old for the new. For this reason it is more logical to de- 
fine the coefficient of the renewal of OPF as the ratio of the value of the 
newly introduced (new) OPF to the value of that removed. The relationship of 
the value of newly introduced (new) OPF to the value of that available at the 
end of the period--this is the coefficient of the novelty of OPF. 


The coefficient of the scale of measures to renew OPF is calculated as the 
ratio of the value of newly introduced assets to the value of fixed capital 

at the bevinning of the period. On the one hand, this coefficient character- 
izes the renewal of OPF through the measurement of the share of new assets 

that go for the replacement of those replaced, as well as for the increase of 
the quantity of available assets. On the other hand, it gives the possibility 
of making judgments about the scale of measures to renew OPF. Let us assume, 
the value of OPF in one enterprise amounts to 10, in another--100 million 
rubles, and the value of newly introduced OPF in both the first and the second 
enterprises is 10 million rubles, Is the extent (scale, level) of the renewal 
of assets identical in these enterprises? The coefficient of scale makes it 
possible to answer such a question. The extent of the renewal of assets in 
the first enterprise is 10 times greater than at the second, since the coeffi- 
cient of the scale of measures to renew OPF of the first enterprise is 10 times 
greater. 


The coefficient of the preservation of OPF is calculated by means of the ratio 
of the difference of the values of the assets at the beginning of the period 
and the asset# semoved as the result of the renewal of its part to the value of 
OPF at the be suming of the period. It characterizes the renewal of OPF 
through the measurement of the share of assets at the beginning of the period 
being preserved for their further use. 


The coefficient of the removal of OPF is determined as the ratio of the value 
of removed assets to the value of assets at the beginning of the period. It 
characterizes the renewal of OPF through the measurement of the share of fixed 
capital being removed. 


The index of the volume of OPF (shop, enterprise, etc.), being calculated as 
the ratio of the value of fixed capital after renewal at the end of the period 
to the value of capital at the beginning of the period, yields an assessment of 
the movement of OPF and defines its direction. 


In our view, the system being examined makes it possible to characterize the 
process of the renewal of OPF rather fully. Moreover, as the results of its 
approval show, it can be used in two ways. First of all, as a calendar- 
periodic system of indices for the investigation of the process of the renewal 
of OPF of economic units (the shop, enterprise, sector, etc.) during a given 
,eriod. Secondly, for the investigation of the results of renewal in terms of 
individual forms of renewal (reconstruction, expansion, etc.) in a cross- 
section of enterprises, groups of ent°rprises, individual sectors, and the na- 
tional economy (reyions, republic, the country) as a whole. 


As has already been noted, the process of the renewal of OPF has independent 
national economic significance. Taking this into account, we believe that the 
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indices reflecting it must be singled out from the group of indices of the 
state of OPF into an independent group of indices of the renewsl of OPF. 


We illustrate the use of the indices of the renewal of OPF for its calendar- 
periodic characteristic by means of data we have calculated for the renewal 
of the fixed industrial-productive capital of the industry of the USSR (see 


table) 


























fom | Kaos F uasews Keonp K ohm Kout ' 
i 

1970 10,6 11,6 98,2 6,45 1,8 1,10 
1971 | 10,8 11,4 97,3 4,35 2,7 1, 
1972 | 5.4 9,9 G6 6,42 1,4 1,0 
1973 .; 98 10,7 68,3 6,31 4,7 1,4 
1974 >7 5.) 9,8 92.6 7 ,f 1,4 1,08 
1975 - 9,9 10,8 95.4 6,73 1,5 1,08 
197¢5 | 89 96 | 9,5 | 642] 1,5 1,08 
1977 | 7,9 8.4 | 98,5 5,62 1,5 1,07 
1978 t - 90 | 9,6 | 6,43 1 1,4 1,08 
1979 .| §,2 5,8 BE 6,28 1,4 1,07 
1980 | 4,0 86 | 6.6 | 6,12} 1.4 1,07 
Key 

L Knov 4. Kobn 

2. Knassh >. vyb 

3. K sokh es If 


From the data of the table it is evident that in 1980 the fixed industrial- 
productive capital of the industry of the USSR increased by 7 percent (I¢); 

8 percent (K,.,) of the capital available at the end of 1980 were assets intro- 
duced in the course of this year, whose share in relation to the assets that 
were present at the beginning of the year constitute 8.6 percent. 


Of the assets available at the beginning of 1980, 1.4 percent were removed .n 
the course of the year (Kyyb) » 98.6 percent were preserved (Kgokh) - _In ex- 
change for the removed assets, new assets 6.12 times as great, were introduced 
into operation (K,p,). In an analogous manner, the change of the fixed in- 
dustrial-productive capital of the industry of the country can be analyzed for 


other years as well. 


In examining the process of the renewal of OPF as a whole during 1970-1980, it 
is evident that during this period it was characterized by rather stable high 
indices of their preservation and low indices of remova). Consequently, during 
the indicated years, the assets were renewed not as much by merrs of the re- 
placement of old for new ones, as by means of the addition of new assets to the 
old ones. Moreover, a trend toward some reduction in the relative magnitude of 
the new assets (Knoy, Kmassh» I¢ diminished approximately by 3 points) was ob- 
served. In exchange for the removed assets during the various years of the 
period under review, new assets (Kop) 4.35 to 7.02 times as great were put in- 


to operation. 
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INDUSTRIAL DEVELOPMENT AND PERFORMANCE 


TABLES SHOW ECOMIC GROWTH IN COMPARISON WITH OTHER COUNTRIES 


Moscow VESTNIK STATISTIKI in Russian No 7, Jul 83 pp 56-80. [Excerpt, pp 57- 
58, 63-64] 


[Excerpts] Table 1. The Growth of the Socialist Economy (1913 = 1) 























1940 197 6| 1980 1962 | (asm) (24) 
(1) Basosoh o6utectsennuh mpoayxr . 5,1 41 69 73 
(2) Ulponssoactsenume ocuosnme Sonn 
BCEX OTPacAeh HapoazHoro xojahctsa| 2,6 19,4 42,1 48,0 
(3) Bea npoayxuna npowmusszennocty . . 7,7 91,5 163 173 179 
4 8 TOM 4HCAe: 
s TONAMBH4A NDOMMUIAeHHOCTE 6,5 41,1 63,6 65,6 66,6 
6 qeDNaA METAAAYprHA 5,5 53,3 75,0 76, 0 77,3 
(7) XUMHTCCKAA H HehTexnMnveckan 
Npowmmulsennocth . . 17,5 468 1021 1112 1 152 
(8) MAMHOCTpOEHKe MH metanaoo6pa- 
fotma . . 29,7 840 2 151 2 389 2504 
(9) AecHaa, ae penoo6pabatupaoutan “ 
WEAAOAOINO-OyYMaMHAA = Npo- 7 
muuiaennocts (1932—1) . . 2,2 10,3 14,3 15,3 15,7 
(10) NpOMMULACHHOCTh CTPOTEAbHESX 
Matepuaton (1932—!) . . . 2,2 59,8 93,3 96,1 98 ,8 
(11) AerKan NpoMMmAeNHOCTD . . 4,7 22,3 33,1 3,0 H,9 
(12) MHMERIA KH MYKOMOABHO-KPyNanan 
POM tll ACHHOCT 3,8 16,2 22,4 23,7 24,5 
(13) Baaonan ape cercKoro xoImhi- 
crsasti(‘i«y“ 1,4 3,1 3,4 3,5 
(14) Tpys0060por ecex panos tpancnopra 3,9 31,4 53,8 6,4 58,3 
B TOM 4HCAe MeAesHOAOpomMHoTO| 5,4 32,6 45.0 45,3 46,3 
(15) Beoa 8 AchcTBAe OCHOBHUX onzos 
(16) Kanvraaenese nromenua (1940=1) ! 12,5 20,8 22,3 22,5 
17) ncseanocts pabowx m caymamux 2,6 7,0 8,7 8,9 9,0 
$123 Mponss0Anterbnocts obutectsennoro 
tpyaa Ae 4,9 36 53 73) 
19) Mpowmosuteanuccts tpyaa: 
20 B NOM UAeKHHOCTH 3,5 18,5 28,9 0,3 31,1 
21 B CETbCKOM xOIAIiCTRE 1,9 5,3 6,3 6,4 
2? HA MeAPWMOLOPOMHOM Tpancnopte 2.9 10,9 13,6 13,5 13,8 
23 B cTpomtetmctTse (1940—1) . I 4,5 6,4 6,7 6,9 
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Key: 


1. Gross social product 13. Gross production of agricul- 
2. Fixed production capital of all ture 
sectors of the national economy 14. Freight turnover of all types 
3. Total production of industry of transportation 
4. Including 15. Introduction of fixed assets 
5. Fuel industry (1940 = 1) 
6. Ferrous metal industry 16. Capital investments (1940 = 1) 
7. Chemical and petrochemical 17. Number of workers and 
industry employees 
8. Machine building and metal 18. Social labor productivity 
processing 19. Labor productivity 
9. Timber, pulp and paper, and wood 20. In industry 
processing industry (1932 = 1) 21. In agriculture 
10. Construction materials industry 22. In railway transportation 
(1932 = 1) 23. In construction (1940 = 1) 
ll. Light industry 24. Plan 
12. Food and flour~-and-cereals 
industry 


In the assessment of the enormous successes of the development of the social- 
ist economy, it must be remembered that during the existence of our state ap- 
proximately 20 years were taken up by civil war, the intervention, and the 
Second World War and the periods of the restoration of our economy. Accord- 
ing to incomplete data, the total sum of the damage inflicted on our country 
by military intervention and civil war amounted to one-fourth of the pre-war 
national wealth of Russia. The losses inflicted on our country during the 
Great Patriotic War came to approximately 30 percent of the national wealth. 


The Soviet Union possesses enormous national wealth. During the years of 
Soviet power, the national wealth of the country (without the value of land, 
mineral wealth and forests) increased by a factor of 37 and constitutes 3.0 
trillion rubles at the present time. 


Fixed assets constitute the most important part of the national wealth of the 
country. They reflect the value of all buildings, installations, transmission 
equipment, machines, equipment, apparatus, instruments and other objects, 
which represent the material-technical base of the national economy. 


During the years of Soviet power, the value of the fixed production assets 
increased by a factor of 51 and at the end of 1982 amounted to 1,311 billion 
rubles. 


At present the fixed production assets double every 10 years, while for the 
same increase the United States needed about 20 years, Great Britain--19, and 
the Federal Republic of Germany-~-16 years. 


"In the economic sphere, the key task is a cardinal increase of labor produc- 


tivity. We must strive to attain in this plan the higher world level. Not 
without reason did Lenin in the final analysis consider it the most important, 


T0 








the chief factor for the victory of the new social order (PSS [Polnoye so- 
branie sochineniy] [Collected Works], Vol 39, p 21). Now, in the conditions 
of the scientific-technical revolution, this task has assumed a special sig- 
nificance--both for our internal construction and in the international 
sphere." (From the speech of the general secretary of the CPSU Central Com 
mittee, comrade Yu. V. Andropov, at the Plenum of the CPSU Central Committee 
on 15 June 1983). 


Table 2. The Relative Share of the Socialist Economy of the USSR (in %) 


Item 1924 1926 1937 1966 
In fixed production assets (including cattle)* 45.0 35.1 99.0 100 
In national income* 35.0 44.0 99.1 100 
In production of industry 76.3 62.4 99.6 100 
In production of agriculture* 1.5 3.3 98.5 100 


In retail commodity turnover of trade 
euterprises (including public catering) 47.3 76.4 100 100 


*) Including subsidiary private agriculture of kolkhoz workers, workers and 
employees. 
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Table 3. One Day of the Country* 























duead biel. noobs 
anmoe @ 1982 FF. 
AAR NpONssBoOsCTBS 
1900 | 1970} 1990 | 1982 annem 
SA? | OB 
193 ¢. nO ¢ 
fipowsecactso saxnchnmt euros 
(1) BpoMmmACHHOA NpOAyKuKH 
(2) Daextpomeprua, wan. «Br. | 433} 200} 3525 | 3745 0.5 | 13,0 
(3) He (nx.09 A xowzencat), 
je i yeh ee Ue 
(4) Tas ectectecunwh. wan. w? i $5: 212) 1189) 1372 = 2,3 
(5) Vrom, tue. 7 , 4531 1710) 1957) 1967) 14,8 84,4 
(6) “vrym, two nr . 41] 235} 293) 202] 14,4 | 51,0 
(7) Cram, tue. 7 10: 318} 404 403) 10,7 15,5 
(8) ae yaoOpeuna (w mopecacte 
na | AMTITOALMIAX LeliesTS), 
“— 7. yey: 2,1) 35,9 67,71 73,31 $422 
} 6 wacos io 
(9) Toamtopu, aryx . - 86) 1256) 1516) 1221 _ 21 
(10) Uewenr, ruc. 7 15,6| 261) 342] 339 6 17 
(11) Tawe ecex euaos, urn. x? 9,11} 24,3} 29,4 eal 7% 199 
(12) Komanaa o6yps, tue map / $80) 1860! 2030] 2012} 3} (105 
(13) “Yocm, tuc. mye.  .! 7,6] 0) 182] 1991 3,7: 15 
Paanonpueunme CTpohctss rue. 
$14) ~—y oar 4 ” 0,5 21 23 24 - 7,2 
(15) Tesesnsopu, ruc. wryx 0,001 18 21 23 _ 0,01 
(16) Xosoanaeanxn, Tec. wryx 0,01 11 16 16 - oo 























*) The indicators are calculated proceeding 
in the year. 


from the calendar number of days 


Key: 


1. Output of the most important 9, 


Tractors, in units 


types of industrial production 10. Cement, in thousands of tons 
2. Electric power, in million of ll. Textiles of all types, in mil- 
kilowatt hours lions of square meters 
3. Oil (including gas condensate), 12. Leather footwear, in thousands 
in thousands of tons of pairs 
4. Natural gas, in millions of 13. Clocks, in thousands of units 
cubic meters 14. Radio receivers, in thousands 
5. Coal, in thousands of tons 15. Televisions, in thousands 
6. Pig iron, in thousands of tons 16. Refrigerators, in thousands 
7. Steel, in thousands of tons 17. Number of days needed in 1982 
8. Mineral fertilizer (recalculated for the output of production 
per 100% of nutrient substances), 18. Total 
in thousands of tons 19. About 6 hours 


T2 





Now the entire volume of industrial output in 1913 is produced in the USSK in 
2 days. 


Table 4. Place Occupied by the Industry of the USSR in the World and in Europe 
in Terms of Total Production 
1913 
(23) (24) (23) 
B uspe B Espose B uupe 
(1) Bea npommumsrennan npoayxuna . ) 4 2 
(2) Daextpomeprun 8 6 2 
(7) HeOm (exaois4 fatoeuA Konden- 
cat) a 2 l | 
(25) 
flopesoamuncnaan 
Paceus por ssosuns 
(3) fo > 
(4) Yioas (rosapaua’) 6 5 2' 
( 9 ) Yy if ow 4 1 
(6) Cs ,) 1 | 
(7) + W194 Dyas } j | 
(8) Kone 4 5 \' 
(9) [porynuna suuuneccod spomuu- 
Me MNOCT » 2 
(10) Manepar.tec -avoyeuna (B Lepec- 
getTe “a .0J% RNTSIeCSbOMUR BE- 
eg) , ba | 
(11) Ceowad Kecnors & MOoWcrMApate | 2 
(12) Slposyxuna mawsanocrpoenan i 3 2 
(26 
(13) Marnetpasume teasoscsu # o:1ex- ae. ~~“ 
2 
1POLO Sid 7) j Ne Bpoussoamaa I 
(14) Tpaxtopu (no cymuapuoh mowt- 27) 
WOCTH Anusateach) : es 2 o me ! 
(<4) Busosns apececwun 2 i? 
(16) Ulaaowatepwasy . 2 { | 
(17) Uemeur 1 
(18) COopuue mescsobeTOMMue KoNCT- — 
pysunn Ww AeTaAn se Mpow2s0Lnae i’ 
(19) WUleperanwe txaun \ 
(20) Vomauzs oye | 
(21) Gerep-secon (43 Ofedecisennuro 
CidyLa) ; 4 9 3 
(22) AKuaotuce usc. si 1 
l. 19861 2. 1980 
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Key: 
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Total industrial production 
Electric power 


. Oil Cincluding gas condensate) 


Gas 

Coal (marketable) 

Pig iron 

Steel 

Iron ore 

Coke 

Products of the chemical 
industry 

Mineral fertilizer (recalcu- 
lated per 100% of nutrient 
substances 

Sulphuric acid in monohydrate 
Production of machine building 
Diesel and electric locomotive 
trunklines 

Tractors (in terms of total 
engine capacity) 


1 


15. 
16. 
17. 
18. 


19, 
20. 
21. 
22. 
23. 
24. 
25. 


26. 


27. 
28. 


Removal of wood 

Lumber 

Cement 

Prefabricated reinforced produc- 
tion and parts 

Wool fabrics 

Leather footwear 

Sugar (granulated) 

Animal oil 

In the World 

In Europe 

insignificant quantity produced 
in pre-revolutionary Russia 

Not produced in pre-revolutionary 
Russia 

Ditto 

Not produced in pre-revolutionary 
Russia 











Table 5. 


(1) 


(2) 


(9) 


(10) 


(11) 


(12) 


(13) 


(14) 
(15) 


(16) 


Correlation of the Production of the Most Important Types of Indus- 
trial Production of the USSR and Some Developed Capitalist Countries 





CCC? 8 apomentaz 


(}2) 





« sesnnctededas, orta 


Opssuen, suecte senate 














ee wie | so00 | gee 
Daextposmeprua (Bat0Ba8 

pom sa me ' st § 26 55 4 51 149 
florpe6Grenne sAexTpOsnep- 

= spemmnananeets 13 35 913 23 18S 

( 20) 
Here (axaoqwan rasosual 

wowAewcaT). . . 27 17 14 —— oe 58) 
las ectectsenuul 4 86 672 
Uyryn 13 35 273 13 209 
Crass 14 29 216 16 53 216 
Aeacmmaa pyaa 15 | 40 376 14 59 1116 
Muanepatpuue yao6penna (5 

nepectete na 100% nnta- 

TEADHMX Ah... a 3 6% 138 0,7 24 262 
XumuqeCKH? BOACKHA KH HHTH 5 39 $7 
Marucrpaspnwe tens0s03m 

MH oAeKTpOBOIN , wl. 1073 2286 
Tpaxtopy (8 nandeckux 

enmmmen’ , . aes 12 2823 257 
Sepuoy6opowme KomGah- 

—.. . eee 27 3323 659 
| ee a es 13 26 181 20 wD 1773 
Xaonqato6ymamxumwe TKaHn 4l 37 217 427 
Ueperanme Teawm. . . . 33 4% 216 
Caxap-necox (43 oTetectsen- 

Horo CupLa) : 103 80 142 76 








l. In this table the data for 1913 are 
former Russian Empire. 


2. 1981 


3. 1980 


4. 


1977 


15 





cited for the entire territory of the 


5. 





1978 





6. 





1938 








1. Electric power (gross output) ll. Tractors (in physical units) 

2. Electric power demand in 12. Grain combines 
industry 13. Cement 

3. Oil (including gas condensate) 14. Cotton fabrics 

4. Natural gas 15. Wool fabrics 

5. Pig iron 16. Granulated sugar (from domestic 

6. Steel raw materials) 

7 Iron ore 17. USSK in Percent 

8. Mineral fertilizer (recalcu- 18. [Compared] to United States 
lated per 1002 of nutrient 19. [Compared] to Great Britain, FRC 
substances) and France, Taken Together 

9. Chemical fibers and filaments 20. Extraction of oil insignificant 


10. Diesel and electric locomotive 
trunklines 
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